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Dear Shareholders:

For IMS, 2006 was another outstanding
year—a year of strong performance across all
dimensions of our business as we continued

to focus on areas critical to healthcare clients
and other stakeholders worldwide. In a market-
place that is changing dramatically, we are
succeeding in our own transformation; today,
we are a much different enterprise than we
were just five years ago.

Since that time, we have aligned our company
with the emerging needs of clients. We've
added depth and breadth to our rich information
assets. We’ve greatly expanded our talent pool,
adding expertise across disciplines, disease areas
and markets. And, we’ve strengthened and
expanded our offerings and raised our profile
among decision makers, within both the indus-
try and the public sector.
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“With healthcare market dynamics
rapidly changing, how can our
company better measure the
performance of our brands and adapt
our business models?”
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Through next generauon metrlcs =
IMS helps clients navigate challenges and
opportunities in an increasingly complex
global healthcare environment.
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s proud as | am of our accomplishments, I’'m even more excited about our
A dasl f ccomplishments, [

prospects. It is ¢clear that clients have embraced our unique combination of
information, analytics and consulting—and the global reach of our evidence-

based decision-making support is more relevant than ever.

Our value proposition is defined by two words: Intelligence. Applied. This 15
much more than a tagline. It describes how we've fundamentally changed the
nature of our business. Today, the focus is on our full range of capabilities —
not just information and analytics, but insights and strategic recommendations.
No longer do decision makers simply ask, “What does IMS know?” Increasingly,
the question is, “ What does IMS think?”

STRONG FINANCIAL RESULTS

Our financial performance m 2006 was exceptional. Our revenue grew

12 percent to $1.96 billion. We delivered excellent operational results, our
margins remained strong, and we continued to generate significant free

cash flow. These results enabled us to return $880 million to our shareholders
in the form of stock repurchases. For a more detailed look at our financials,
our 2006 Form 10-K is included in this report.

REVENUE
IN BILLIONS
o0
$1.8— o0 ° B
oo oo
o0 o0
$1.6~ 60 o©0a o060
o oo oo Qur revenue shows a continuing upward trajectory—
$1'4 - [ - ] o0 [ -] (-3 d h h
co 060 060 00 13 percent compound annual growth over the past
$1.2— o©¢ ©60 ©0 eo0 o0 five years.
‘02 ‘03 04 ‘05 ‘06
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By every operational measure, our performance was impressive. We enjoyed
double-digit revenue gains in every IMS region as teams executed with
discipline, made the most of market opportunities, and delivered innovative
new offerings to clients worldwide. Emerging markets— China, India and

Korea, for example—remained particular bright spots as pharmaceutical

companies pursued opportunities within these fast-growing and dynamic markets.

OPERATING INCOME (nON-GAAP)

IN MILLIONS
$500 -
s — $490.0mM
$450 — oo
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5400— o0 oo co oo Qperating income (Non-GAAP), a key measure of our
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6o 060 ©©6 0O ©O earning power, grew at a 5 percent compound annual
${350— ©0 ©00 00 00O 0O pace since 2002.*
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We also continued to engage new audiences within pharmaceutical companies,
and gained significant new business as a result. We posted double-digit gains
across the board in all of our account segments, including pharma, biotech

and generics. Qur success with clients extended across all of our business lines

testament to our ability to deliver value in muluple ways.

Consulting and services revenue grew 3( percent as we continued to add
expertise, extend our methodologies to more countries, and make acquisitions
that strengthened capabilities in specific areas, from portfolio planning to new
product and demand forecasting. Our information and analytics capabilities
generated nearly 60 percent of total growth as we broadened our base of
information assets to cover areas of growing importance to clients. These
included anonymized patient-level data and coverage of emerging markets
and important therapy classes. We also benefited from consulting engagements

that created additional demand for our information and analytics.

*See page 140 for a reconciliation to Operating Income on a 1.5. GAAP basis, U.5. GAAP
{iperating lncome for 2062-2006 was as fallows — 2006: §444.2 million; 2005:
$420.8 mitlion; 2004; $3856.5 million; 2003: $361.5 million; and 2002: $403.¢ million.
6 ¢ IMS 2006 ANKRUAL REPORT The compound annual growth rate on a U.S. GAAP basis for 2002-2006 was 2.5%.




Q:

“How can we
build sustainable
growth in
our oncology
franchise
across multiple
markets?”’
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Even as we help clients become more competitive and productive, our
wealth of market intelligence 15 being applied to a broader range of critical
healthcare issues. These include balancing value and cost, protecting patient
safety, accelerating innovation and fostering best clinical practice.

NEW COMPLEXITIES, NEW CAPABILITIES

Tremendous forces are reshaping today’s healthcare marketplace, driving
the need for more granular information and the answers to more complex

questions. And that’s great for IMS.

The foundation of our business always has been pharmaceutical market
intelligence. We are fortunate to serve that $640+ billion global industry,
expected to grow at a 5-8 percent pace through the end of the decade. That
growth is driven by a range of factors, including advances in R&D, aging of
populations and global demand for an enhanced quality of life. At the same
time, powerful forces are making the landscape more challenging, from

tougher price controls and more patent expirations, to concerns about safety.

At a ume when pharmaceutical companies must, more than ever, prove the
value of medicines, we continue to expand our capabilities in health economics
and outcomes resecarch (HEOR). For our clients, it is vital to demonstrate
value to regulators, payers, prescribers and patients across a number of
dimensions—including cost effectiveness, efficacy, safety and affordability.
And we have responded by investing in seven HEOR acquisitions in the

U.S, Europe and the Asia Pacific region, gaining traction as a global thought
leader in this space.

Demand for evidence-based, patient-centered information is growing from
both our traditional clients and new audiences, all of whom share a vital
interest in treatment patterns and their outcomes. Across all therapy areas—
and in particular, the fast-growing area of specialty medicines—they want to

understand how products are used, and the evolving standards of patient care.

[MS 2006 ANNUAL REPORT » 9




In response, we've ramped up our investments across a range of therapy
classes—including the critical area of oncology. Here, we have forged
partnerships and expanded our capabilities and expertise to support clients’
growing need for comprehensive, clinically rich insights. IMS today 1s a
valued partner in helping demonstrate the clinical and economic benefits of

oncology treatments.

In an evolving marketplace, pharmaceutical companies can no longer
depend on just one or two global blockbusters. They must go to market with
a much broader portfolio of drugs, as well as diverse but globally integrated
strategies for launch, sales, brand and lifecycle management. This means they
need new kinds of information and analyses, and different sales models and
promotional campaigns for a broader variety of stakeholders. And increasingly,
they have to demonstrate the clinical and economic value of their drugs. All

of these trends play into the investments we’ve been making at IMS.

CUSTOMER LOYALTY

7.8

o8
L LN
7.5 - ee o5 oo Our Customer Loyalty Index -— a measure of overall
[ IR L [ IR J L . . . . . . .
ee s¢ &9 o8O satisfaction and likelihood that clients will continue
7.0—- g9 ©8 oo seo oo to use IMS and recommend our offerings — has
: : : : : : : : : : risen consistently since 2002, and we're well on our
6.5— ee oo se¢ s o way to world-class levels.
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These investments are driving our next-generation market measurement
offerings, now rolling out under the IMS New Models, New Metrics program.
In 2006, we launched the first of these offerings, MIDAS Market Scgmentation,
providing a new global standard for defining and measuring branded and
generics markets. It enables clients to better assess market opportunities and

understand the performance of products beyond patent expiry.
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In the U.S., we implemented IMS Next-Generation Prescription Services (NGPS),
an initiative that enhances the speed, flexibility and performance ot our
industry-leading prescription measures. Our new prescription services set

a new standard of market measurement, enabling clients to more readily
address both subtle and large-scale market changes, and realize meaningful
performance and productivity gains. Our clients already are realizing the value

of integrating these innovative services into their operations.

Sales force and promotional optimization is another IMS focus. In this
dynamic marketplace, sales force size, effectiveness and efficiency have become
paramount concerns for pharmaceutical companies, as has the return on
their promotional investment. In response, IMS rolled out two major
offerings in 2006: IMS Precision Sales Force and the IMS Promo. 360 suite.
These offerings, many consultant-led, are helping clients gain greater insight
into market dynamics, optimize commercial resource investments, and

enhance global planning and implementation.

New offerings like these have helped to raise client engagement to a higher

level, as we provide expert, evidence-based analysis and strategic recommendations.

This is our great strength: We bring to the table not only a rich industry
perspective, but the talent and capabilities to apply that perspective for clients.

THE POWER OF EVIDENCE-BASED CONSULTING

What makes us unique 1s not just the richness and relevance of our infor-
mation and analytics; 1t 15 the way they are leveraged by our global consulting
team. Our industry experts are focused on areas most critical to our clients,
from pricing and market access to performance management and strategic
market development. This team 1s able to draw powerful inferences on our
clients’ behalf—and help them apply dynamic, actionable strategies and recom-
mendations. We call this evidence-based consulting. By answering clients’
most critical questions, we're helping them as they develop, market and sustain

new, sometimes revolutionary, therapies in healthcare markets worldwide.

[MS 2006 ANNUAL REPORT = 13



As engagements grow, our consultants help clients in innumerable ways,
from grappling with the complexities of Medicare Part 1D, to launching
innovative new theraptes in a crowded marketplace. Pursuits like these—
and so many others—demand not only a wealth of market intelligence, but
sophisticated models for optimization and deep knowledge across issues,
therapy classes and markets.

At IMS, we're succeeding because this 1s exactly what we deliver. We do

it better than anyone else—and we do 1t all over the world. The demand

for our ofterings and expertise is significant and, through our expanded
business strategy, market opportunity has tripled in the past five years to more
‘than $6 billion.

BUILDING ON SUCCESS

Looking ahead, our game plan for 2007 and beyond is to keep building

on our strengths to become even more valuable to clients—helping

them better measure and segment their markets, optimize their portfolio
planning, generate more impact from their sales and promotional investments,
and better demonstrate the value of medicines. Across our organization,

we'll keep adding to the quality and value we deliver, whether by building the
world’s most robust anonymized patient-level information assets, or expanding
therapy-level insights across major disease areas, from oncology to diabetes

to auto-immune diseases.

EMPLOYEES WORLDWIDE
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1 have great confidence that we are focused on all the right things. Our
success reflects not only the soundness of our strategy, but the talent,
determination and spirit of our 7,400 people —problem solvers with the
depth and expertise to drive growth. [ am very proud of this diverse team.
They are passionate, committed and remarkably nimble in meeting client
needs. We are building a lgh-performance culture that inspires our people
to do their best... to innovate and work together across disciplines and
geographies. Today, because of them, we are helping to advance the quality

of healthcare worldwide.

To help sustain this momentum, we announced two key executive appoint-
ments in January 2007: Gilles Pajot as chief operating officer, and Leslye Katz
as senior vice president and chief financial officer. They bring a deep
knowledge of our business to their new roles, and already have demonstrated

exceptional leadership and judgment during their years with the company.

At IMS, we're applying our assets and intellectual capital to precisely those
areas where clients and other healthcare stakeholders need us most. Qur
opportunity 1s growing and so are we. We are financially strong and
disciplined in executing our strategy, and continue to build a great track

record of sustained performance.

In short, we are ideally positioned to deliver value to our investors—as a
strong, resilient business, with a global leadership position, substantial market
differentiators, and the financial flexibility and talented team to keep
innovating for growth in 2007 and beyond.

Sincerely,

David R. Carlucci

CHAIRMAN AND CHIEF EXECUTIVE OFFICER
MARCH 29, 2007
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OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2006
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i * —— TRANSITION REPORT PURSUANT TO.SECTION 13 OR 15(d) )
) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to
_Commission file number: 0601-14049
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Part I

Except where the context indicates otherwise, when we use the terms “IMS,”“Company;” “we,” “‘us
and “our,” we mean IMS Health Incorporated and all subsidiaries consolidated in the financial state-
ments contained or incorporated by reference herein. . "

e

Item 1. Business ' : . L.

IMS is the leading global provider of market intelligence to the pharmaceutical and healthcare indus-
tries. We offer leading-edge market intelligence products and services that are integral to our clients’ -
day-to-day operations, iricluding portfolio optimization capabilities; launch and brand management
solutions; sales force effectiveness innovations; managed care and consumer health offerings; and con-
sulting and services solutions that improve. ROI and the delivery of quality healthcare worldwide. Our
information products are developed to meet our clients’ needs by using data secured from a-worldwide
network of suppliers in more than 100 countries. Qur kéy information products include:

; ) - v C | voa
* Sales Force Effectiveness to optimize sales force productivity and territory management;
* Portfolio Optimization to provide clients with insights into'market opportunity and-business .
~development assessment; and

+’ Launch, Brand Management and Other o support client needs relative to market segmentanon
and positioning, life cycle management for prescription and consumer health pharmaceutlcal
products and health economics and outcomes research offerings. '

Within these key information products, we provide consulting and services that use in-house ‘capabilifies
and methodologies to assist pharmaceutical clients in analyzing and evaluating market trends, strategies
and tactics, and to help in the development and implementation of customized software applications and
data warehouse tools. :

IMS was incorporated under the laws of the State of Delaware in 1998 4nd we have operatlons in more
than 100 countries. Until Décember 21, 2004, we also owned an approxmlately 25% equity interest in
The TriZetto Group Inc. (see Note 8 to the Consohdqted Fmancml Statements in Part I, Item 8 of this
Annual Report on Form 10-K). B ’

Segment financial information, including financial information about domestic and foreign generated
revenue, is set-forth in Note 19 to the Consolidated Financial Statements in Part II, ltem 8 of this
Annual Report on Form 10-K.

Additional information regarding changes to and the development of our business is contained i in

“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and in
Notes 1,2,3,4,5, 8,16 and 19 to the Consohdated Financial Statements in Part II, Ttems 7, 7A and Bof-
this Annual Report on Form 10- K. :

o
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IMS

We provide critical business intelligence, including information, analytics and consulting services to

- the pharmacetitical and healthcare industries WorldWIde Our market intelligence products and ser-
vices serve our clients’ needs which we group into three broad areas: sales force effectiveness, portfolio’
optimization, and launch, brand management and other. We provide information services covering more
than 100 countries and maintain offices in 76 countries on six continents, with approximately 63% of

our tqtal 2006 revenue generated outside the United States. ,

OUR PRODUCTS AND SERVICES

SALES FORCE EFFECTIVENESS OFFERINGS. Qur Sales Force Effectlvcness offerings represented approximately
47% of our worldwide revenue in 2006. Sales Force Effectiveness offerings provide our customers with
innovative solutions to enhance market share and revenue potential using sub-national sales and pre-
scription intelligence, easy-to-use.access tools, and an array of consulting services. Using a total solutions
approach, IMS Sales Force Effectiveness drives smart business decisions, shapes sales management and
marketing strategies, and supports critical sales tactics to maximize market position and overali perfor- -
mance. Offermg actionable insight for markets worldwide, services within the Sales Force Effectiveness
business area provide in-depth intelligence that support the planning;.development and execution of
. critical business processes, including segmentation and targeting, sales force sizing and deployment, per-

formance assessment and compensation, and territory management. The IMS Sales Force Effectiveness -

offerings prov1de the in-depth information, matket intelligence and analy51s that empower our custom-
" ers’ sales managers and enhance the effectiveness of their sales teams.

Our pr1n<:1pal Sales Force Effectiveness offermgs are as follows:

Sales Territory Reporting Services. Sa]es terrltory reporting is the prmc1p1l sales'management

. service that we offer to our pharmaceutical clients. Sales territory reports can be precisely tailored

for each client and measure the sales of a client’s own products and those of competitors within
specified gcog,raphlml conﬁgurauons These reports are de&gned to provide marketing and sales

managers with a reliable measurcment ‘of each salesperson’s activity and-effectiveness in his or her

sales territory. Our sales territory reporting services Cover more th:m 29 counmcs and are used

by our customers for applications such as sales-force compensation, resource allocation, territory -

alignment, market analyses and distribution management. We make reports available to clients in |
~'a-variety of frequencies, such as on a weekly, monthly and quarterly basis. In the United States, sales

territory reports from our DDD™ service allow pharmaceutlcal clients to track the flow of sales
. for their products and those of their competitors to various levels of gccagraphy and channels of

distribution. Our DD database contains. data on sales of pharmaceutical products through alk dis-

tribution channels, including direct sales by pharmaceutlcal manufacturem and indirect- sales. through
drug whoIesalers mail service distributors, warehousing chains and other specialty, distributors.

* Prescription Tracking Reporting Services. Our prescription trackmg reporting services are

out of retail channels. Prescription tracking services are used by pharmaceutical companies to
facilitate product-marketing at the prescriber level. In the United States, our Xponent® service

- monitors prescription activity from retail pharmacies, long_,—term care and mail service pharma-
cies using a patented statistical methodology to project the prescription activity of nearly 1.4
million individual prescribers on a weekly and monthly basis. Xponent is available in 6 European
countries. The European Xponent database is built from prescription data collected from retail
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_pharmacies and coding centers, which are linked to the geographical area in which the prescrip-
tion was written. We also offer Early View™, a sales optimization solution, providing weekly
prescriber level activity, highlighting competitive prescribing trends fof clients’ key prescribers
directly to clients’ sales representatives electronically. IMS Healthcare Professional Spheres pro-

~ vide clients with timely and comprehensive information on 2.4 million healthcare professionals,

' mcludmg healthcare profess:onals names, addresses, orgamzanonal afﬁhatlons, license numbers and
expiration dates and authonzanon statuses. IMS Healthcqre Professional Spheres is used by our
customers as the foundation upon which they build their Customer Master, an integral part of
any successful data warchouse or CRM system. - ’

* Sales & Account Management and Other Ceﬂsulting & Services. Our Sales & Account
Management practice focuses on helping customers assess the effectiveness of their sales strate- -
gies and better design and deploy their sales forces. Using evidence=based research our offermgs
in this practice help clients better segment their customer base, determine the optimal size and
structure of their sales force based on that segmentation, and design call plans that optimally
deploy the various sales resources across channels to better meet their customers’ needs and -
increase their sales force effectiveness. Our. Information Management practice helps clients orga-
nize, integrace, warehouse and analyze valuable data assets-from multiple sources. We also provide
Client Services within this business line. Along with product set-up, mstallaton and lmplementa—
tion, Client Services prowdes customer training and a variety of ongoing, post-sales services. -

PORTFOLIO OPTIMIZATION OFFERINGS. I’ortfoho Optnmzatlon offerings reprcsented appmxunate]y 79% of
our worldwide reventie in 2006. IMS Portfolio Optimization provides customers with the 1ntelhgcnce
and tools to identify and optimize pharmaceuucal product portfolios, mcludm{_, currently marketed
products and the new product pipeline. Providing a comprehensive range of offerings, Portfolio
Optimization enables customers to evaluate, assess, understand, and im})lement strategies and tactics

to impmve bottom-line performance.and set the course for the future. Integrating prescriptions, sales,
disease/treatment, and industry mtelllgence the Portfolio Optimization serVices provide a compre-
hensive picture of the worldwide market. From a national viewpoint down to regional and local level
-data, customers can complete a thorough market analysis, exploring all options to set the pace for brand
leadership. Using in-depth business intelligence, analysis and forecasting, IMS offerings provide custom-
ers with the facts, interpretation and guidance to make the best porrfoho optimization decisions.

Our principal Portfolio Optlmlzmon offerings include the followmg B L w

. PharmaceuncalAuduts. These audits measure the sale of pharmaceutical products into pharmaaeﬁ

‘ supplemented in some countries by dafa collected from dispensing physicians, retail chains and
discount stores. THese audits contain data pl’OJCCth to national estimates, showmg product sales by
therapeutic class broken down by package size and dosage form.We publlsh pharmaceutlcal audits
covering over 80 countrics. . . . :

‘ . =

-

. * Medical Audt:s These 3ud|ts are based on.information collected from panels-of practicing ofﬁce—
based physicians and dontain projected national estimates of the number of consultations for each
diagnosed disease with details of the therapy prescribed. ‘These audits.also analyze the use physi-
‘cians make of individual drugs by listing the diseases for® whlch they are prescnbed the potentlal
therapeunc action the physician is expecting] other drugs prescnbed at the sarhe time, and estimates
of the total number of drugs used for each. disease: We publish medical audits covering 44 countries.
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* Hospital Audits. These audits contain data projected to national and regional estimates and show
the sale of pharmaceutical products to hospitals by therapeutic class. Related reports provide
audits of laboratory diagnostic supplies, hospital supplles and hoapltal records. We publish hospital
audits covering 49 countries. ' .

* Prescription Audits. These audits analyze the rate at which' drugs move out of the pharmacy and
into the hands of the consumer, and measure both what is prescnbed by phy51c1ans and what 15
actually dlspensed at the pharmacy. We publish prcscnptmn audlts covering 9 countries.

+ MIDAS® Services. MIDAS is an on-line multinational mtegrated data analysis tool that harnesses
our worldwide databases and is used by the pharmaceutical industry to assess and utilize global
pharmaceutical information and trends in multiple markets. Qur MIDAS Quantum offermb gives
clients on-line access to pharmaceuncal medical, promotional and chemical data that we compile.
Using MIDAS Quantum, our clients are able to view information from the national databases
compiled by us and produce statistical reports in the format requlred by the client. MIDAS con-
tains information covering more than 70 countries.

= Other Portfolio Optimization Reports. These includé Market Reesearch Publications including the
Pharmaceutical World Review™,; personal care reports, which measure the sale of medical surgical

device product purchases; and reports on bulk chemical shipments and molecules for research and”

development. We have developed, in certain countries, disease and treatment information at the
patient level {in which information is not identifiable at the individual patient level) that gives
participants in the healthcare industry new insights into the trearment of diseases. The availability,
scope and frequency of the foregoing reports vary on a country-by-country basis.

» Consulting & Services. Consultants in our Management Consulting group, and particularly
its Performance Management practice, develop and track key business metrics to assist clients
on a wide range of strategic issues relating to Portfolio Optimization. As with our Sales Force
Effectiveness business line, our Information Management.consulting group helps clients orga-
nize, analyze and warehouse valuable data assets from multiple sources related to their portfolios.
We also provide Client Services within this business line. Along with product set-up, installation,
and implementation of our offerings, Client Services includes customer training and a variety of
ongoing, post-sales services. -

LAUNCH, BRAND MANAGEMENT AND OTHER OFFERINGS. Launch, Brand Management and Other Offerings
represented approximately 24% of our worldwide revenue in 2006. Launch and Brand Management
offerings combine information, analytical tools, and consulting and services to address client needs
relevant to each stage in the lifecycle of their pharmaceutlcal brands. The areas covered include: brand
planning, which helps our clients with market assessment and forecasting, market segmentation and
product positioning; pricing & market access, which helps our clients to effectively price and drive
market access for their products as well as assess the health economics and real world health outcomes
associated with products; promotion management, which helps our clients measure, assess effectiveness
and optimize promotion investment, channel mix and messaging; and, performance management, which
helps our clients measure diagnosis and optimization for new product launches. )

Offerings under Launch and Brand'busriness line include:

-= Promotional Audits. Our promotional audits measure pharmaceutical promotion for a particular
market, including sales-force promotion and journal and mail advertising, based on information
received from panels of physicians and from monitoring medical journals and direct mail. In the
United States, spending on direct-to-consumer advertising is also measured. IMS publishes pro-
motional audit reports covering 25 countries. This evidential information is used to help clients
improve the effectiveness of their promotional messages, mix and delivery.
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* . Oncology Analyzer. Our Oncology Analyzer collects longitudinal patient information*regarding .
the diagnosis and treatmen in the critical area of Oncology across major markets. This ihforma—
tton helps clients and our consulting teams to understand markets, patient opportunities and
treatment patterns to plan and execute successful strategies in Oncology.

* Forecasting Portfolio. Our forecasting portfolio includes multi-country forecasts of expected mar-
ket.performance by country and within therapy category. These offerings are closely a]lj,ned Wlth
forecasting services, which include consulting and training.

We also provide other’ products and services in the followmg areas:

* Managed Care. Our managed care oﬂ‘ermgs provide an array of mforrmtron o quantlfy the
effects of managed care on the pharmaceutical and healthcare industry. Managed: care offerings are
used by clients to assist in evaluating the impact of managed care on the pharmaceutlcal “market-
place and in enhancing the performance of their products through better contracting strategies,
formulary management and tracking, plan performance tracking and monitoring plan relation- |
ships‘with organizations, such as large medical groups, that may influence prescribing behavior.
The types of reports.include measurement of prescriptions at the plan level, formulary assessment
and tracking, and tracking of prescription payment by type, such as cash, Medicaid or third-party
payment. This service is available both in the United States and Canada. In addition, to address
emerging Medicare’ needs in the United States, we make the following services available o our
clients: strate;,lc consulting, tactical consu]tmg, rebate validation and performance evaluatlon

« Consumer Health. Our consumer health services prowde detal]ed product movemcnt market
share and pricing information for over-the-counter, personal care, patient care and nutritional -
products. Consumer health offerings assist over-the-counter and pharmaceutical manufacturer‘; in
understanding consumer purchasing dynanllm and prmnotlonal impact, exanning and:assess-
ing segmentation and sales force management, strategic business planning, market opportunity
and performance management. We publish reports on the global consumer health market, with
audited information covering 30 countries, and provide related services. PharmaTrend, our track-,
ing service for over-the-counter pharmaceutical products purc]nsed by consumers, is avallablt: mn
12 European countries:

* Consulting & Services. We provide evidence-based solutions that allow our clients to make
‘informed business decisions. Such solutions include: Pricing & Market Access, formulating strate-
gies for product pricing, reimbursement, and market access; Product ‘& Portfolio Development,
providing solutions for strategic issues for molecules greater than eighteen months prior to laimch
- as well as the lifecycle management; and Promotion Management, assisting our- clients in optimiz-

~ ing brand or franchlse promotion spending and messaging.

OURDATASUPPL[ERS : '. : ' T .

- Over the past five decades, we generally have developed and maintained strong relmonslnps with our.
data suppliers in each market in which we operate. We, have historical connections with many of the rel-
evant trade associations and professional associations, including for examp]e in the United States, where
we have been demgnated as a database licensee by the American Meédical Association (referred to in this ) .
document as AMA) for use and sublicensing of the AMA’s physician database. As the supply of pharma- ' ,
ceutical data is critical to our business, we devote significant human and financial resources to our data

collection efforts, ’ : . .

OUR CUSTOMERS ' o " T B

Sales to the pharmaceutical industry accounted for substantially all of our revenue in 2006, 2005 and *
2004. All major pharmaceutical and biotechnology companies are our customers, and many of these
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companies subscribe to reports and services in several countries. Qur custormner base is broad in scope
and enables us to avoid dependence on any single customer. None of our customers accounted for more
than 10% of our gross revenues in-2006, 2005 or 2004. -

OUR COMPETITION

Whil€ né competitor provides the geographical reach or breadth of our services, we generally compete
in the countries in which we operate with other information services companies, as well as with the
in-house capabilities of our customers. Generally, competition has arisen on-a country- by-country basis.
In Europe, certain of our services compete with those offered by competitors such as Taylor Nelson in
the United Kingdom, and Cegedim in France, Germany and the United Kingdom. In the United States,
certain of our salés management services, including our sales territory and prescription tracking reports,
-compete with the offerings of various companies, particularly NDCHealth Corporation, which was
acquired by Wolters Kluwer in 2005. Also, various companies compete with us in the United States with

respect to our market research services, including Verispan, LLC. Qur consulting and services businesses

compete with various consulting firms around the world. Service, quality, coverage and speed of deliv-
eéry of information services and products are the principal differentiators in our markets.

-

OUR INTELLECTUAL PROPERTY

“We own and control a number of trade secrets, confidential informarion, trademarks, trade names, copy-

r1ghrs paterts, patent applications and other intellectual property rights which, in the aggregate, are of
material importance to our.business. We own two significant U.S. patents relating to our Xponent prod-
uct; U.S. Patent Nos. 5,420,786 and 5,781,893, which will expire in 2012 and 2015, respectively. We also
have numerous trade secrets relating to data processing that are of material importance to our business.
Management believes that the “IMS” name and related names, marks and logos are of material impor-
tance to_us. We are licensed to use certain technology and other intellectual property rights owned and -
controlled by others, and similarly, other companies are licensed to use certain technology and other
intellectual property rights owned and-controlled by us. The technology and other intellectual property
rlghts licensed by us are of importance to our business, although our management believes that our
business, as 2 whole, is not-dependent upon any one intellectual property or group of such properties.

The nanies of our products and services referred to in this document are trademarks, service marks,
registered trademarks or reglﬁtered service marks owned by or licensed to us.

OUR EMPLOYEES

We had approxnnately 7,400 employees worldwide as of December 31,2006 Almost all of these
employees are full-time. None of our U.S. employees are represented by a union. In Austria, Belglum
France, Germany, ltaly, the Netherlands and Spain, we have Works Councils, which are a legql require-
.ment in those countries. We also have a European Works Council, which is a requirement under”
European Union laws. Management considers its relations with our cmployees to be good and to have

o

been mamtamed 1ma 110['1'1'12]1 and CUﬁtOI‘Ildl’y manner,

Available Information

We make available free of charge on or through our Internet website our annual reports on. Form
10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to those
reports filed or furnished pursuant to Section 13(a) or 15{d) of the Securities Exchange Act of 1934
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(“Exchange Act™), as well as proxy statements, as soon as reasonably practicable after we electroni-

cally file such material with, or furnish-it to, the U.S. Securities and Exchange Commnussion (“SEC™).
Also posted on our website; and available in print upon the request of any shareholder to our Investor
Relations Department, are our certificate of incorporation and by-laws, the charters for our Audit
Committee, Human:Resources Committee and Nominating and Governance Committee, our
Corporate Governance. Guidelines, our Policy on Business Conduct governing our directors, officers
and employees, our Code of Ethics for Principal Executive Officer and Senior.Financial Officers, our
Guidelines for Determining Director Independence and our Policy and Procedures Governing Related-
"Person Transactions. Within the time period required by the SEC and the New York Stock Exchange
(“NYSE"), we will post on our website any amendment to the Policy on Business Conduct or the
Code of Ethics for Principal Executive Officer and Senior Financial Officers or any waiver of either
such policy applicable to any of our senior financial officers, executive officers.or directors. In addi-
tion, our website includes information concerning purchases and sales of our equity sccurities by our
executive officers and directors, as well as disclosure relating to certain non-GAAP financial measures {as
defined in the SEC’s Regulatlon G) that we make public orally, telcphonlcally, by webcast, by broadcast

" or similar meants. Our Internet address is hip:/ funne IMSHEALTH. com and the information described
above can be found in the Investors section’of that website, Our Investor Relations Department can be

" contacted at IMS Health [ncorporatnd 901 Main Avenue, Norwalk, Connecticur 06851, Attn: Invcstor

- Relations: {203) 845-5200, e-muail: askir@imshealth.com.

Item 1A. Risk Factors o ) T

In addition to the other information included or incorporated by reference into this Annual Report

on Form 10-K, including the matters addressed under the caption “Forward-Looking Statements,” set
forth below are some of the risks and uncertainties that, if they were to occur, could materially adverscly
affect our business or that could cause our actual results to differ materially from the results contem-
plated by the forward-looking statements contained in this report and other public statements we make.

OUR DATA SUPPLIERS MIGHT RESTRICT OUR USE OF OR REFUSE TO LICENSE DATA, WH]CH COULD-LEAD TO OUR
INABILITY TO PROVIDE CERTAIN PRODUCTS OR SERVICES.

Our products and services incorporate data that we collect from third parties. These suppliers of data
may increase restrictions on our use of such data, fail to adhere to our quality control standards or refuse
altogether to license the data to us. For example, in 2002" certain of our data suppliers in Japan began
withholding certain data from us. This interruption in data supply ted us to discontinue one of our
Japanese products and adversely affected our operating resules. If the suppliers of a significant amount of
data that we use for one or more of our products or services were to impose additional contractual restric-
tions on our use of or access to data, fail to adhere to our quality control standards, or refuse to provide
data, now or in the future, our ability to provide products and services to our clients could be materially
adversely impacted, which could result in decreased revenue, net income and earnings per share.

DATA PROTECTION LAWS MAY RESTRICT QUR ACTIVITIES.

Data protection laws affect our collection, use, storage and transfer of personally identiftable informa-
tion both abroad and in the United States. Compliance with such laws may require investment or may
dictate that we not offer certain types of products and services. Failure to comply with such laws may
result in, among other things; civil and criminal liability, negative publicity, data being blocked from use
and liability under contractual warranties.
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. In addition, there is an lncreasmg public concern regarding data protectlon issue’s and the number
- of jurisdictions with data protectlon laws has been slowly increasing. For example, there have beena .

number of legislative and regulatory initiatives in the U.S:and abroad in the dres of access to medical
data. These initiatives tend to seek to place restrictions on the use‘and disclosure of patient-identifiable
information without.consent and, in some cases, seek to extend restrictions to n_on-patlent-ldent:ﬁable .
information, e.g., prescriber identifiable information, or to the proccssAofanohnﬁnizing"data.There are

*

also some initiatives that seek to restrict access to this information to non-commercial uses. While most-

~of the current initiatives should not impact our business, there can be no assurance that these initiatives

or future initiatives will not adversely-affect IMS’s ability to: generate or assemble data or to develop or .*

market current or future products or services. -

1.

OUR BUSINESS 1S SUBJECT TO EXCHANGE RATE FLUCTUATIONS AND OUR REVENUE AND NET INCOME MAY SUFFER

DUE T0 CURRENCY TRANSLATIONS
We operate globally, deriving approximately 63% of our 2006 revenue-from | non- -United Staces opera-

tions. As a result, fluctuations in thc value of foreign currencies I‘Ll’lthC to the U.S. dollar'i increase the

volatlhty of US. do]hr-denomlmttd operating results. Emcrgmg markets currencies tend-to be consid-

erably- ‘less stable tha;) those in established markets; which may further, contribute to volatility in our USS. .

dollar-denominated operating results. _ .

As a result of devaluations and fluctuations in currency exchange rates or the imposition of limitations
.on conversion of foreign currencies into dollars we are subject to currency tr'tm]atlon exposure on the

’ proﬁts of our operatlons in addition to economic exposure.

" QUR INTERNATIONAL OPERATIONS PRESENT RISKS TO OUR CURRENT BUS[NESSES THAT COULD IMPEDE GROWTH IN

THE FUTURE ; - -

Interuauonal operanons are. subject to various risks that could adversely affcct our busmess mcludmg

* costs of customizing services for foreign clients; -
* reduced protection- for lIl{C“LCtLIﬂI property rights in some countries;
. thc burdcns of complymg with a ‘wide variety of forelgn laws; » Lo LY

. e‘:posure to local economic condmons and - -

. cxposurc to ]om] polical condmons including the risks ofan outbreak of war, the ucq]atlon of
hostilities, acts oFtcrronsm and nauonahzqtlon prropmanon pr1ce controls or other rutrlctlve
_govermment actions.

'..'WE ARE.INVOLVED IN TAX RELATED MATTERS THAT COULD HAVE A MATERIAL EFFECT.ON US,

We' (and our predecusors) have entered, and we continue to enter, into glob“i! tax p]annmg mitiatives
in the normal course of busmess These activities are subject to review by: apphcab]e tax authorities and
courts. As a result of the review process. uncertainties exist and ic is possible that some of these matters.
could be resolved adversely to us, inclﬁding those tax related marters described in Part 1, Item 3 of this
Annual [eport on Form 10-K. Morc.ovcr there can be no assurance that we will be able to maintain

‘our effective tax vate. . ] '

\NE ARE, AND MAY BECOME, INVOLVED lN_L[TIGATION THAT COULD HARM THE VALU_E OF QUR BUSINESS.
In the normal course of our business, we are involved in lawsuits, claims, audits and investigations, such

as those describéd in Part I, Item 3 of this’Annual Report 6n Form 10-K. The outcome of these mat-
ters could have a material adverse effect on.our business, results of operation or financial condition. In
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addition, we may become subject to-future lawsuits, claims, audits and investigations that could result in
substantial costs and divert our attention and resources.

SIGN]FICANT TECHNOLOGICAL CHAﬂGES COULD RENDER OUR PRODUCTS AND SERVICES OBSOLETE. WE MAY NOT
_BE ABLE TO DEVELOP THE TECHNOLOGY NECESSAIiY FOR OUR BUSINESS, OR TO DO 50 EFFICIENTLY. -

We operate in busmesqes that. reqmrc sophlstlmted data collection and processmg systems and software

-and other technology Sonie of the techriologies supportmg the industries we serve are changlng rap-
idly and’we must continue to'develop cost-effective _technologies for data collection and | processing to
accommodate such changes We also must contmue o deliver data to our clients in forms that are easy

. to use while simultaneously pr0v1d1ng, clear answers to complcx questions. There can be no guarantee
that we will be able to develop new technologies for data collection, processing and delivery or that we
will be able to do so as quickly or cost-effectively as our competition. Significant technological change
could render our products and services obsolete.

N e

Moreover, thc introduction of new products and services embodylng new technologies and the emer-
gence of new mdustry standards could render. existing products and scrwces obsolete. Our continued

* success will depcnd on our ability to adapt to changing technologies, manage and process ever-increasing
amounts of data‘and information and tmprove the performance, features 1nd reliability of our products
and services in response to changing client and industry dcmands We may experience d:fﬁculttes that
could delay or prevent thé Successful demgn devc]opment testlnb, mtroductlon or markctmg of Our prod-
ucts and services. New products and services, or enhancements to exts[mg products and-services, m1y not
adeqmteiy meet the requlrements of currcnt “and prospectwe clu:nt‘; or achlevc any degree of sngmﬁcant

PR

_market acceptance. :

GOVERNMENT IMPOSED mcz RESTRICTIONS ON PHARMA(EUTICAL COMPANIES COULD REDUCE DEMAND FOR OUR
PRODUCTS AND' SERVICES. o : ’

A number of countries in which we operate have enacted regul:mom lmntmg the prices pharmaceuncal
companies may charge for dfugs. We believé that such tost containment measures 'will cause pharnn—
ceutical companies to seek more effective means of marketing their products (which will bencﬁt us

in the medium and long- tetm). Howéver, such bovemmental regu]atlon may -cause pharmaceuncal
companies to Tevise or reduce their marketing programs'in the néar tdrm, which may in tdrn reduce the
demand for certain of our products and services. This could result n dccre'lsed revenue, net income and
carnings per share. '

OQUR SUCCESS WILL DEPEND ON OUR ABILITY TO PROTECT OUR lNTELLEI;TU_AL PROPERTY RIGHTS,

The success of our businesses will continue to depend, in part, on’

* obtaining patent protection for our technology, products and services;
g patent p gY, P s

defending our patents, copyrights and other intcllectu.al 11:orc;pt."rt;;f; .
LT

prescrvm;:, our trade secrets and maintaining the security of our know-how; and,
. Operntmg, without infringing upon patents and propnet’lry rlbhts hcld by third parties.

We rely on a combination of contractual provisions, conﬁdentlahty procedureq 'md patent, copyrlght

trademark, service mark and trade secret laws to protect the proprietary aspects of our products, services,
databases and technologies. There can be no assurance that these protections will be adequate, or that we
will adequately employ each and every one of these protections at all times, to provide sufficient protec-
tion in the future to prevent the use or misappropriation of our data, technology and other products:

r 5
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.and services, Further, our competitors may develop products; services, databases or technoelogies that are

- often related to integrating information technology, accounting and management services and rational-

* results of operations and financial condidon could be adversely affected.

i

substantially equivalent or superior to our products, services, databasesior technologies. Although we -
believe that our products, services, databases, technologies and related proprietary rights do not infringe
upon the proprietary rights of third parties, there can be:no assurance that third parties will not assert
_infringement claims against us in the furure. Litigation may be riecessary to enforce our intellectual -
property rights, to prott:ct our trade secrets and to determine the validity and scope of our proprletary
rights. For example, we “have been involved in lmgat:on with lnsnbht Health GmbH & Co.KGin
Germany in order to protect our propnetary mapping software. In addmon the browmg need for g global
data, along with increased competition and technological advances, puts mc:rcasmgD pressure on us to

- share our intellectual properry for client 1ppl|cat10m Any future 11t1g1tlon rcgardless of outcome, could
result in substantial expense and diversion of resources with no assurance of success and cou]d seriously .
harm our business, financial condition and opcratmg results,

1 B o e et TN L e (R

+

IF WE ARE UNABLE TO ATTRACT, RETAIN AND MOTIVATE EMPLOYEES, WE WILL NOT EE ABLE T0 COMPETE
EFFECTIVELY AND WlLL NOT BE ABLE TO EXPAND OUR BUSINESS B ‘ _.1

Our success and '1b11|ty to grow are dependent, in part, on our abllaty to hire, ret:un and motivate suffi-

cient numbers of mlented people, with the increasingly diverse skills needed to serve clients and cxpand

our business, in many ‘locations around the world. Competition for highly quahﬁed technical and ' .
m:magerlal and particularly consultmg personnel 1s intense. Recrultmg, tr;unmg and retention costs and

.benefits place q1gmﬁcant demands on our resources. The inability to attract qualified employees in suf-

ficient numbers to meét partlcular demands or the loss of a significant number of our employecs could

have a serious negative effect on us, including our ability to obtain and successfully complete important -

~client engagements and thus maintain or increase our revenues. :

- - wor

WE MAY BE UNSUCCESSFUL IN lDENTIFYlNG ACQU]SITION CAND[DATES OR EVALUATING THE MATER]AL RISKS
INVOLVED IN ANY ACQUIS]TION.

oa

An important aspect of our busmess strategy in the.past has been growth through acqunsmons or joint
ventures and we may, continue to acquire or make investments in complcmcntary businesses, technolo-
© gies, serwces or products Thcrc can be no, assurance that we w111 be able to continue to identify and
‘consummate acqmsmons or _]omt ventures on satisfactory terms, Moreover, every acquisition and joint
- venture entails some degree of uncutamty and risk. For example, we may be unsuccessful in identify-
" ing ahd cvaluatmg business, nga] or financial risks as part of the due diligence process associated with .
a transaction. In addition, some acquisitions ‘will have contingent consideration components that may

require us to pay additional amounts in the futurc in relation to future performance results of the

-acquired business. If we do not properly assess these risks, or if we fail to realize the benefits from one or

more acquisitions, our business, results of operations and financial condition could be adversely affected.

WE MAY BE- UNSUCCESSFUL IN INTEGRATING "ANY ACQUIRED OPERATIONS WITH OUR EXISTING BUSINESS.

We may experlence difficuldies in mtegntmg operatlom acquired from other companies. These difficul- -
ties include the diversion of managcment‘s attention from other business concerns and the potential
loss of key employees of the acquired opcr.ltlom Acquisitions also frequently involve significant costs,

1zing perqonml levels. If we expefiencé difficulties in integrating one or more acquisitions, our business,

' .- .
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CONSOLIDATION IN THE INDUSTRIES IN WHICH OUR CLIENTS OPERATE MAY PUT PRESSURE-ON THE PRICING . ~
OF QUR PRODUCTS AND SERVICES,-AND COULD INCREASE THE COST OF ACQUIRING DATA, LEADING TO
DECREASED EARNINGS.

Consolidation in the pharmaceutical industry could put pressure on the pricing of our information .
products and services, as the consolidated client seeks pricing concessions from us, and could limit avail-
able dollars for' our products and services. In addition, when companies merge, the products and services
they previously purchased separately are now purchased only once by the combined entity, leading to
contract compression and loss of revenue. While we have experienced success in mitigating the revenue
impact of any pricing pressure through effective negotiations and by providing services to individual
businesses within a particular group, there can be no assurance as to the degree to which we will be able
to continue to do so as consolidation continues.

HARDWARE AND SOFTWARE FAILURES, DELAYS IN THE OPERATION OF OUR COMPUTER AND COMMUNICATIONS
SYSTEMS OR THE FAILURE TO IMPLEMENT SYSTEM ENHANCEMENTS MAY HARM OUR BUSINESS.

Our success depends on the efficient and uninterrupted operation of our computer and communica-
tions systems. A failure of our network or data gathering procedures could impede the processing of
data, delivery of databases and services, client orders and day-to-day management of our business and
could result in the corruption or loss of data. While many of our operations have appropriate disaster
recovery plans in place, we currentl)} do not have full backup facilities everywhere in the world to pro-
vide redundant network capacity in the event of a system failure, Despite any precautions we may take,
damage from fire, floods, hurricanes, power loss, telecommumcauons failures, computer viruses, break-
ins and similar events at our various computer facilities could result in interruptions in the flow of data
to our servers and from our servers to our clients. In addition, any failure by our computer environment
to provide our required data communications capacity could result in interruptions in our service. In
the event of a delay in the delivery of data, we could be required to transfer our data collection opera-
tions to an alternative provider of server hosting services. Such a transfer could result in significant
delays in our ability to deliver our products and services to’our clients. Additionally, significant delays
in the planned delivery of system enhancements, improvements and inadequate performance of the
systems once they are completed could damage our reputation and harm our business. Finally, long-
term disruptions in the infrastructure caused by events such as natural disasters, the outbreak of war,
the escalation of hostilities, and acts of terrorism (particularly involving cities in which we have offices)
could adversely affect our businesses. Although we carry property and business interruption insurance,
our coverage may not be adequate to compensate us for all losses that may occur.

CHANGES IN TAX LAWS OR THEIR APPLICATION MAY ADVERSELY AFFECT OUR REPORTED RESULTS. n

We operate in app;’c')xinmtely 100 countries \vqudWide and our earnings are subject to taxation in many
differing jurisdictions and at differing rates. We seek to organize our affairs in a tax efficient manner,
taking account of the jurisdictions in which we operate. Tax laws that apply to our business may be
amended by the relevant authorities, for example as a result of changes in fiscal circumstances or priori-
. ties. Such amendments, or their application to our business, may adversely affect our reported results.

OUR BUSINESSES ARE SUBJECT TO SIGNIFICANT OR POTENTIAL COMPETITION THAT IS LIKELY TO INTENSIFY IN
THE FUTURE, ' . '

Our future growth and success will be dependent on our ability to successfully compete with other
companies that provide similar services in the same markets, soine of which may have financial, market-
ing, technical and other advantages.
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- DISRUPTIONS IN COMMERCE COUI.D ADVERSELY AFFECT OUR BUSlNESS

Commerce could be dlsrupted by varlous pohtlcal £conomig,  world health or other conditions.
Examples of such disruptions that could adversely affect our business include:

* ‘terrorist actlvn:y, “the threat of such activity, and responses to and results ofsuch activity and threats’ C.
1ncludm5 but not limited to eflects, domestically and/or 1ntern:1t10na]ly, on us our personnel and
facilities, our customers and suppllers finanicial markets and general economic Condltlons and

.
N
f
.
.
. . .
- P T e s s e g e i e O

S e oan outbreak of SARS avian influenza (Blrd Flu) or other epldemlc the fear of such an epidemic,
' : and Tesponses to and results of such an-epidemic or fear-thereof, including but not limited to
“ effects, domestically and/or internationally, on us, our personnel and fac11|tles our customers and -
Sl ' suppliers, financial markets and general economic conditions. . -

. Ifsuch distuptions result in cancellations of or reductions in customer orders or contribute to a general
decrease in economic activity, or-directly impact our marketing, production, financial and logistics func-
tions, our results of operations-and financial condition could be materially adversely affected

~

. THE SUCCESS OF OUR BUSINESS WILL LARGELY DEPEND ON THE PERFORMANCE OF THE PHARMACEUTICAL AND
-"HEALTHCARE INDUSTRIES. -° - e N L

. The vast majority of our revenues are generated from sales (o the philrmaceutic'lll- and healthcare indus-

" tries. To the extent the businesses we serve, especially our clients in the pharmaceutical dnd healthcare
industries, are subject to financial pressures of, for example, price controls, increased costs or reduced °
demand for their produicts, the demand for our products and serwces or the price our clients are willing
to pay for those products and services, may dcclme S .

%

. Item 1B. Unresolved Staff Comments

There are no unresolved written comments that were received from the SEC staff 180 days or more
" before the end of our 2006 fiscal year.

Item 2. Properties

' " Our executive offices are located at 901 Main Avctlué, Norwalk, Connecticut in a leased property
- (approximately 35,000 square feer). '

Our property is geographically distributed to meet our sales and operating requirements worldwide. Our
, propertles and equipment are generally considered to be both suitable and adequate to meet current
- operating requlrf:mcnts and virtually all space is being utilized.

Our owned propernes located within the United States include two facilities. These properties are
located in Plymouth Meetmg (approximately 212,000 ﬂquare feet) and West Norriton, Pennsylvama

_ {approximately 17, 000 square feet). : R

., Ouractive owned propertles located Oumde the United States include: one property in each of Buenos
- Aires, Afgentina (approxitnately 12,000 square feet) Brussels, Bel;,xum (25,000 square feet); Santiago,

| Chile (approximately 4,000 square feet); Caracas, Venezuela (1pproxmntely 4,000 square feet); and

| _ London (appm\mntely 102 ,000 square feet).

+ Y
. Our operations are als_o cor_lducted from nineteen leased offices located throughout the United States
and 101 leased offices in non-United States locations.
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We own or lease a varlety of computers and other equipment for our operatlonal needs. We continue to
upgrade and expand our computers ‘and relatéd equipment in order to'increase efficiency, enhance reli-
ability and provide the.necessary base for business expansion. :

Item 3. Legal P.'_roceedingas

»

We are involved in legal and tax proceedings, claims and litigation arising in the’ordinary course of

_ businéss. We periodically assess our liabilities and contmgencneq in connection with these matters based
upon the latést inférmation av:nlable For those matters where we currently believe it is probable that
‘we will incur a loss and that the probable loss or range of loss can be reasonably estimated, we have
recorded reserves in the Consolidated Financial Statements based on our best éstimates of such loss. In
other instances, because of the uncertamtles telated to either the probable outcome or the amount or-
range of loss, we are unable to make a reasonable. estlm'n:e of a liability, if any. However even in many .
1nst:mces where we have recorded a réserve, we are unable to predict with certainty the final outcome
of the matter or wherher. resolunon of the matter will materially affect-our results of operations, finan-
cial positioni or cash flows. As additional information becomes available, we adjust our assessment and
estimates of such 1iabilities accordingly

Based on our review’ of the latest inforination available, we believe oir ultlmate liability in connec-
tion with pendmg tax and legal proceedmgs, claims and litigation will not have a material effect on
our résults of operations, cash flows or ﬁnanaal position, with the posmble exception of the matters
descrlbed below. :

LEGACY AND RELATED MATTERS
D&B LEGACY AND RELATED TAX MATTERS

SHARING DISPUTES. [n 1996 the comp'my then known as The Dun & Bradstreet Corporatlon (“D&B™)
and now known as R.H. Donnelley Corporation (“Donnelley”) sep’u’ated into three public companies
by spinning-off ACNielsen Corporation (“ACNielsen”) and the company then known as Cognizant
Corporation (“Cognizant”) and now known as Nielsen Media Research, Inc.a subsidiary of The
Nielsen Company, formerly known asVNU N.V. (“NMR™) (the..f‘1996 Spm -Off"). The agreements
effecting the-1996 Spin-Off allocated tax-related liability with respect to certain prior business trans-
actions (the “Legacy Tax Controversies”) between D&B and Cbgnizimt. Thé D&B portion of such
liability is now-shared among Donnelley and certain of its former affiliates (the “Donnelley Parties”),
and the Cognizant portion of such liability is shared betweenn NMR:-and the Company pursuant to the
agreements effecting Cognizaht’s spin-off of the Company in 1998 (the 1998 Spin-Oft ™).

The underlying tax controversies with the Internal Revenue Service (the “IRS™) have qubstmmlly all
been resolved and the Company paid té the IRS the amounts that it believed-were' due: and owing: In
theé first quarter.of 2006, Donnelley indicated that it disputed the amounts contributéd by the Company
toward the resolution of these matters. based on the Donnelley Parties’ interpretation of the allocation
of liability under the 1996 Spin-Off agreements. The Donnelley Parties on the one hand, and NMR
and the Company, on the other hand, have attempted to resolve these disputes through negotlatton The
1996 Spin-Off agreements prov1de that'if the parties cannot reach agreement throug,h ne50tlat10n they

S must arbxtrate the disputes. A -

On August 14, 2006, the Donnelley Pa];.tie's commenced arbitration regarding oie of these disputes

 (referred to herein.as the “Dutch Partnership Dispute”) by filing a Notice of Arbitration and Statement
of Claim (the “Donnelley Statement”) with the Amer1can Arbltratlon Association lntematlona] Center
for Dispute Resolution (the “AAA™). In the Donne]ley Statement, the Donnelley Parties claim that the
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'-Cor_npany and NMR collectively owe approximately an additional $10,800 with resp‘ectl to the Dutch - f
Partnership Dispute (if determined liable, the Company’s share of this amount would be approximately " b
“$5,400 (tax and interest, net of federal income tax benefit)). On. October 16, 2006, the Company and’ ' }
NMDR filed a Statement of Defense denying all claims made by the Donne]ley Parties in the Donnelley _ - i
Statemnent. The parues are currently engaged in discovery in this arbitration, : ’
The Company accrued approximately $24,900 for the Dutch Partnership Dlspute and the remaining ) ‘
disputes in 2006. During 2006, the Company made payments with regard to ‘onie of the dlsputes of . | ~ i

“ously defend 1t5elfw1th respect to the Dutch Partnershlp Dispute and the remammg dlsputes _

and it'is possible that some of these matters could be resolved adversely to the Company.

3 M o Gt B ey
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approximately $5,900 (mcludmg tax and interest, net of federal income tax beneﬁt) related to certain
1995 and 1996 shared state and'local legacy tax liabilities. As of December 31, 2006 the. Company hasa
reserve of approxunately $20.200 for the remainder of these matters. The Company intends to vigor-

THE PARTNERSRIP (TAX YEAR 1997). The IRS is seekmg to reallocate certain’‘items of partnership income
and expense as well as disallow certain items of partnership expense with- respect to a partnershlp now
substantlally owned by the Company (the “Partnership™) on the l’artner§h1ps 199_7' tax return. During -
1997, the Partnership was sibstantially owned by Cognizafit, but'liabilicy for this‘matter‘ was-allocated ta
the Company pursuant to the agreements effecting the 1998 Spin-Off. The Co'mpa'n.y has filed a formal' . -
protest relating to the proposed assessment for.1997 with the IRS Office opr}'ieals.-The_ Company is '
attempting to resolve this matter.in the administrative appeals process before proceeding to litigation if
necessary. If the IRS were to ultimately prevail in its position, the Company‘; liability (tax’ and interest, _ -

net of tax benefit) with respect to tax year 1997 would be approximately $20,300, which amount the

Company had reserved in ¢urrent accrued income taxes payable at- ‘December 31, 2006.

In addition to these matters, the Company and its predecessors have entered, and theICompany contin-
ues to enter, into global tax planning initiatives in the normal course of their businesses. These activities |
are subject to review by applicable tax authorities: As a result of the review process, uncertainties exist

MATTERS BEFORE THE BELGIAN COMPETITION SERVICE ' ,.

Complamts were filed in 1998 and 1999 against.the Company with the Belgian Competltlon Service
(“BCS™) alleging abuse of a dominant position on ‘the Belgian market. In October 1999 and 2000,
the Chairman of the Belgian Competition Council (“BCC") adopted interim measures.against the
Company, with which the Company complied. In December 2004, the Company received a formal
statement of objections alleging that the Company had abused its dominant position‘on the Belgian

_ market in violation of Article 82 of the EC Treaty and correspondmg Belgian law, The Company sub-

mitted its comments to the statement of objections in"writing to the BCC-in February 2005..

~ In a separate matter, in October 2004, the BCS notlﬁed IMS of a request for information in.connec-

tion with IMS’s. acqu151tlon in April 2004 of a competitor in the Belgian market, Source Informatics
Belgium 5.A. The BCS is investigating whether such acquisition may have violated Article-82 of the .
EC Treaty and correspondmg Belgian law. The Company responded to the request for information in -,
December 2004. ‘ :

The Company intends to continue to vigorously defend itself in these matters before the Belgian com-
petition authorltles Management of the Company is unable to predict at this time the final outcome

" of these matters or whether adverse resolutions thereof could materially affect the Companys results of *

operations, cash ﬂ_ows or financial position in the period in which such adverse resolution occurs.
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“Ttem 4. Submission of Matters to a Vote of Security Holders

There were no matters submitted to a vote of security holders during the fourth quarter of our fiscal
year ended December 31, 2006.

EXECUTIVE OFFICERS OF THE REGISTRANT*

Officers are appointed by the Board of D'irccto_rs to hold office until their respective successors are
chosen and qualified. Listed below are the executive officers of IMS at February 13,2007 and brief
summaries of their business experience during the past five years.

Name ' Title ’ Age
David R. Carlueei ... ... ... Chairman, Chief Executive Officer and President™ 52
GillesV.J. Pajot ........... Executive Vice President and Chief Operating Officer ) 57
Bruce EBoggs. .. ......... Senior Vice President, Global Marketing and External Affairs 54
Leslye G.Katz . ... ........ Sentior Vice President and Chief Financial Officer . ©52
Kevin . McKay. . ......... Sentor Vice President, Customer Delivery and Development » 53 .
Robert H. Steinfeld. . ... ... Senior Vice President, General Counsel and Corporate Secretary .52
Jeffrey J.Ford. ... ....... .. Vice President and Treasurer . 41
Marie B. S_onde ........... Vice President—Global Human Resources . .42
John RoWalksh ... ......... Vice President—Corporate Development 52
Kevin C. Knightty . . ... .. .. President, IMS Europe, Middle East and Africa ("EMEA™) 45
William . Nelligan, ... ... .. President, IMS Americas 46

¥ Set forth as a separate itent pursuant to Item 401 (0) of the Scevrities and Exchange Commission’s Regulation S-K.
** Member of the ' Board of Directors. -

Mir. Carlucct was appointed Chairman, Chief Executive Qfficer and President of IMS in April, 2006,
Chief Executive Officer and President in January, 2005 and President and Chief Operating Officer

in October, 2002. Before joining 1MS, Mr. Carlucci was General Manager, IBM Americas, which
comprises all of IBM’s sales and distribution operations in the U.S., Canada and Latin America from
January, 2000 until January, 2002. Prior to that, Mr. Carlucci held roles of increasing responsibility at
IBM, including General Manager, IBM’s $/390 Division from January, 1998 to January, 2000; Chief
Information Officer from February, 1997 to January, 1998; General Managet, IBM Printing Systemis
Company from July, 1995 to January, 1997;Vice President, systems, industries and services, Asia Pacific
from January, 1993 to July, 1995; and Vice President, marketing and channel management, IBM Personal
Computer Company—North America from February, 1990 to December, 1992. He joined |BM in
1976 as a Sales Representative.

Mr. Pajot was appointed Executive Vice President and Chief Operating Officer in January, 2007, Mr.
Pajot was Executive Vice President and President, Global Business Management from January, 2006
until January, 2007. From November, 2000 until January, 2006, Mr. Pajot was Executive Vice President
and President, IMS EMEA, He joined the Company as President of IMS EMEA Region in December,
1997. Previously, Mr. Pajot worked for 20 years with Pharmacia & Upjohn and its predecessor -
company, serving as Senior Vice Prestdent at Pharmacia & Upjohn from July, 1997 to December, 1997,
with responsibility for global restructuring initiatives folléwing the 1995 merger of Pharmacia &
Upjohn’ From November, 1995 to July, 1997, he was Senior Vice President of Pharmacia & Upjohn’s
Europe, Middle East and Africa Region. Prior to that, he served as Executive Vice President, Worldwide
Pharmacia AB from September, 1994 to November, 1995.
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Mr. Boggs was appointed Senior Vice President Global Marketing and External Affairs in November,
2006. From January, 2004 to November, 2006, Mr. Boggs was Senior Vice President and President, IMS
Americas. He joined IMS in’ Auguse, 2002 as Senior Vice President of U.S. Sales. Before jeining IMS,
Mr. Boggs was General Manager for IBM’s Personal Systems Group—Americas, from-September, 1998

‘to August, 2002, Prior to that, he held roles of increasing responsibility at IBM, including Director,
" Health and Public Sector Industries, General Manager of Healthcare for North America, and Corporate

Director of Strategic Development. Mr. B_oggsjoin'cd [BM in 1976 as a Marketing Representative.

Ms. Katz was a.ppoil’lted Senior Vice President_and,Chicf—Fiﬁancial-Ofﬁcer in January, 200.7:5':16 served o -

asVice President and Controller of IMS from October, 2001 to January, 2007. Prior to that, Ms. Katz

" served as Vice President :md Chief Financial Officer of American Lawyer Media, Inc., a legal joumalism

and-information company, from September, 1998 tojuly, 2001. She wasVice Prcndcnt and Treasurer of
Cognizant Corpormon ‘from August, 1996 to August, 1998. Ms. Katz held a number of senior financial
management positions atThe Dun & Bradstreet Corporatlon from 1980 to 1996.

Mr. McKay was appomted Senior Vice President, Customer Drelivery and I)evelopment in Aprll, 2004,
Mr. McKay joined IMS in September, 2003 as Senior Vice President, Business Transformation. Prior to -
joining IMS, Mr. MéKay was Chief Executive Officer of Verticalnet, Inc., a provider of supply manage-
ment software and services, from April, 2002 until December, 2002. From November, 2000 unt_ill'.April,
2002, Mr. MLKay'was Chief Executive Officer of Capita Technologies, a technology service provider.

- From August, 1998 until Aprll 2000, Mr. McKay was Chief Executive Officer of SAP America, Inc. Mr.

McKay joined SAP America, Inc. in June, 1995 as Chief Financial Officer and served as Chief Financial
Officer and Chief Operating Officer of that company froin December, 1995, until August, 1998. Prior
to joining SAP, Mr. McKay was Executive Vice President and Corpor:lte Controller at Sony Electronics.
Prior to joining Sony, Mr. McKay was cmployed by the accounting firm Price Waterhouse f'or approu-
mately twelve years,

Mr Steinfeld was '1pp0inted Senior Vice President, General Counsel and Corporate Secretary in
‘November, 2000. He was app()lntLdVlCL President, Taxes in April, 1998, and named Senior Vice

“President, Tax and Corpomte Development in August, 2000. Mr. Steinfeld joined Cogmzant Corporation
_in February, 1997 as. Director of Taxes. From September, 1993 to February, 1997, he was Vice President,
_Taxation at Ultramar Corporation, a multinationial petrolcum reﬁnmg and marketmg company. From

1991 to 1993, he served as Vice President, Taxes at GAF Corporauon and its publicly traded subsidiary,

lnternat}oml Specialty Products, Inc. Prior to that, Mr. Stemﬁ.ld was a Partner and Chalmnn of theTax = - - "

Dep"lrtment at the law firm of Webster & Sheffield.

M. Ford was appointed Vice President and Tréasurer in February, 2004. Prior to that; from October,

.200] to February, 2004, he served as Vice President and Chief Financial Officer of the IMS EMEA .
Region: Mr. Ford joined IMS in July of 1999, as Assistant Controller of [MS. Prior to joining IMS, Mr. R

Ford served for twelve years at the accounting firm of PricewaterhouseCoopers servmg in various posi-
tions ofmcrmsm;:, management responsibility. ) . :

Ms. Sonde was appomtedVlce President, Global Human Resources in July, 2003. Prior'to that, from
January, 2001 through July, 2003, she served as Vice President, G]obal Compensation and Bt_neﬁts From
August, 2000 untt January, 2001, she was Vice' President, Global Executive Compcnsauon and Benefits,

and fromi July, 1998 through August, 2000, she was Dircctor, Executive Compensation. Ms. Sonde joined
Coynzant Corporatlon in 1996 and served as Director, Financial Planning until July, 1998. Prior to that,
she served-in various finance and'accounting posmom for The Dun and Bradstreet Corpormon from
1987 through 1996 L f :

* -
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Mr. Walsh has served asVice President, Corporate Development since February, 2004, From February,
2003 until February, 2004, he served as Vice President, Corporate Development and Treasurer. From

" July, 2002 until February, 2003, Mr. Walsh served as Vice President and Treasurer and from November,
2001 until July, 2002, he served as Vice Présider_:t—lnvestor Relations-and Treasurer. From July, 1998
until November, 2001, he served as Vice President—Investor Relations. Mr. Walsh joined Cognizaﬁt
Corporation in April, 1997 as Director—Financial Planning. Prior to that he served in various capacities
in Finance for MCl Communications Corporation From‘198_5 to 1997,

Mr. Knightly was appointed President, EMEA in January, 2006. From 2003 until January, 2006, he
. served as SeniorVice President, Marketing and Major Markéts, EMEA. From 2001 to 2003, Mr.

" Knightly was Senior Vice President of Operations IMS Europe and from 1998 to 2001 he was Chief
Financial Officer of IMS Europe. From 1994 until his transfer to Europe, Mr. Knightly served as Chief
Financial Officer of IMS America. He joincd IMS as Vice President Finance, Market Research Division -
of IMS America in 1991, Prior to that, Mr. nghtly held a numbcr ofsc_mor ﬁmncml management
positions at The Dun & Bradstreet Corpontton from 1988 to 1991, -

Mr. Nclll&,an was appointed Prcﬂdent IMS AIllCI‘lC’lS in November 2006 From _]uly, 2004 untl]
November, 2006 Mr. Nelligan served as SenjorVice President, Serategic Parmers IMS Aniericas. Prlor
to that, Mr. Nelligan served as President, IMS Asia Pacific from December, 2001 until _]uly, 2004. Mr.
Nelhganjomed IMS as Semoerce President, Emerging Markets in September, 2000. Beforclomnuo
-IMS, Mr. Nelligan served as vice president of Wind Corporation, a global sourcing service provider in’
the hardware component marketplace from 1999 until 2000, Prior to that, he was a director of interna- _
tional business for Goodway Technologies, an industrial products manufaceurer from 1997 until 1999.
From 1989 to 1997, Mr. Nelligan held various sales and marketing and international business devel--
opment positions with Medical Economics, Inc. 2 member of the Thomson Healthcare Information
Group, an operating unit of Thomson Corporation.
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Part 11
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Item 5 Market for the Registrant’s Common Equity, Related Stockholder : S
Matters anid Issuer Purchases oquulty Securities - :

The principal market on which our Commeon Stock is traded is the NYSE. Information relating to the
high and low sales prices per share of our Common Stock for each full quarterly period during 2005
and 2006'is set forth under the heading “1MS Health Common Stock Information” in Part 11, Item 7 of
this Annual Report on Form 10-K. As of February 13, 2007, there were 4,452 holders of record of our
Common Stock. - :

'Informanon relating to our payment of dividends durmg 2005 and 2006 is‘set forth under the heading

. “Dividends” in' Part 11, ftem 7 of this Annual Report on Form 10-K. _—
L 1

The following table provides mformatlon about our purchase during the quarter ended December 31,
2006 of equity sécurities that are registeréd by us pursuant to Section 12 of the Exchange Act.

. . Towul Number of Shares ~ Maximum Number of Shares
. Total Number of Average Price Purchased Under Publicly that May Yet Be Purchased .
Period i % ) Shares Purchased - Paid per Share Announced Programs . - Under the Programs’ .
October 1-31,2006. .. .. .. — : — . T = ‘ 6,443,700
Novcmber 1-30,2006. .. 5. | — — ' — ' T 6,443,700 .
December 1-31, 2006 . . . . . — — — . 16,443,700 .
. Total. ...m ... ... I = — o — 716,443,700 '

1 In january 2006, the Board of Dircetors authorized a stock repurchase program to buy up to 30,000,000 shares. As of December 31, 2006,
6,443,700 shares remained availabie for repurchase under the January 2006 program. Unicss terminated eardicr by resolution of aur Board of
Dircctors, this program will expire when we have repurchased all shares anthorized for repurchase therewnder, X

In December 2006, the Board of Dircetors authorized a stock repurchase programe to buy up to 10,000,000 shares, As Qf December 31, 2006,
10,400,000 shares remained available for repurchase under the December 2006 program. Uniless terminated earlier by resolutionof aur Board of
Directors, this program will expire when we have repurchased all shares authorized for repurchase rhcmmdcr

On januqry 29, 2007, we purchased 6,134,970 shares of our outstanding Common Stock pursuaur 1o an accelerated share repuschase program.

[nfommtlon relating to compensation plans under which our equity securities are authorized for issu-
ance is set forth in Par I11, Item 12 of this Annual Report on Form 10-K. A -
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PERFORMANCE GRAPH
@ IMS HEALTH INCORPORATED

IMS HEALTH INCORPORATED + INCARE

@ Pharmaceutical Services Group
COMPARISON OF CUMULATIVE TOTAL REFURN TO SHAREHOLDERS - O S&P 500 Pharmaceutical
DECEMBER 31, 2001 TO DECEMBER 29, 2006 O S&P 500

$ 0.00 —T — : 1
12.31.01 12.31.02 12.31.03 12.31.04 12.30.05 12.29.06

- Compound
Annual
12/31/2000 1273172002 12/31/2003  12/731/2004 1273072005 , 12/29/2006  Return Rate

IMS HEALTH . -

INCORPORATED ... .. ... $100.00 $82.39 $128.59 ~ $120.48 $129.81 $143.79 7.5%
Pharmaceutical Services Group!. 100.00 86.12 93.55 91.81 118.56 115.14 2.9%
S&P 500 Pharmaceutical . . .. .. . 100.00 7996 8699 80.55 77.85 90.18 -2.0%

S&PS00. . ... L, 100.00 77.90 100.23 111.10 116.57 134.96 6.2%

R

i The Pharmaceutical Services Group consists of Cardinal Health, Covance, Dendrite International, and McKesson. NDCHealth is included through
12/31/2003%. In January 2006, NDC was acquired by Per-Se wihe has agreed to be acquired by McKesson.

The cumulative total shareholder return graph and accompanying information set forth above is b-ei.ng'
furnished and shall not be deemed filed for purposes of Section 18 of the Securities Exchange Act of 1934,

as amended, or otherwise subject-to the liabilities of such section. The cumulative total sharcholder return’ - -
graph and accompanying information set forth above shall not be incorporated by reference into any reg-
istration statement or other documment pursuant to the Securities Act of 1933, as amended. e

Item 6. Selected Financial Data

The Selected Financial Data rable is set forth in Part I, Item 8 of this Annual Report on Form 10-K.
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- Item 7. Management’s Discussion and Analysis of. Financial Condition and S,
Results of Operations o )
Dollars and shares.in thousands, except per share data. _- ‘ ' UL

" Executive Summary

[}

-+ growth, operating margin and-cash flows.

-2 0ur 2006 operating revenues of$] 958,588 grew 11.6% from opcrmng revenues of $1,754,791 in

“This discussion and analysis should be read in conjunction with the accompanying Consolidated
Financial Statements and related notes. S

_ating revenue, constant dollar revenue growth, opérating inconte, constant dollar operating income S

OUR BUSINESS -
IMS Health [ncorporatcd (*we,”"us” or “our”) is the leading global provider of market intelligence to
the pharmaceutical and healthcare industries. We offer leading-edge market” mtelllgence products and

services that are integral to our clients’ day-to-day operations, including portfolio optirmization capabili- . -

ties; launch and brand management solutions; sales force effectiveness innovations; manageéd care and
consumer health offerings; and consulting and services solutions thqt improve ROI arid the delivery of
quallty healthcaré worldwide, Our information products are developed to meet client needs by using
data secured from a worldwide network of suppliers in more “than 100 countries. Key information

products include: : _ : .
«* Sales Force Effectiveness to optimize sales force productivity and territory managerment;

'+ Portfolio Optlmlzatlon to provide clients with insights into market opportumty and business

.deve]opment assessment; and ) En

. Launch Brand -Management and Other to support client needs relative to market segmentation " ;
and positioning, life cycle management for prescription and consumer health ph1rmaceutlcal e
products and health economics and outcomes research offermgs - ’

Wlthm thcsc business lines, we provide comultmg and services that use in-house Lapablhtles and meth-
odologlcs to assist pharmaccuucal clients in analyzmg and evaluating market trends, strategies and tactics,
and to help in the developmcnt and unplementatlon of (_ustomlzcd software apphc:atlons and data )

[ A

warehouse tools. v
We operate in more than 100 countries. Until December 21, 2004, we also owned approximately
a 25% eqiity interest in the TriZetto Group, Inc. (“TrlZetto”) (see Note 8.to the Comohdated e
Flnan(:lal Statements) S o ‘

We manage on a global business model with globa] leaders for the majority of our cnucal business -
proccsses and accordmg,ly have one reportable segment g C

.

We beheve that 1mportant measures of our financial ‘condition and results of operations'include oper-

PERFORMANCE UVERVIEW : . _.f o

. 2005. The ‘increase i our operatmg revenue resulted from growth in revenue in all three of our business.

"lines. Our operating income grcw 5.6% to $444,186 in 2006 as comipared to $420,820 in- 2005.The RIS '

. growth in operating income was a result of increased operating revenues, partially offset by increases in

s

seftic petlatim

"
£
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS (CONTINUED)
Dollars and shares in thousands, except per share data,

operating costs, external-use software amortization, selling and administrative expenses and depreciation
and othcr amortization, as discussed below. : - .

Our net income was $315,511 in 2006 as compared to $284,091 in 2005, due to growth in Operatm;,
[ncome as well as the Non-Operating Income, net items discussed below and certain tax items as
discussed in Note 13 of the Consolidated Financial Statements. Qur fully diluted earnings per share of
Common-Stock was $1.53 for 2006, a $0.31 per share increase compared’ with 2005. '

Results.of Operations .

»

#RECLASSIFICATIONS, Certain prior-year amotnts have been reclassified to_confomﬁ to the 2006 presentation.

REFERENCES TO CONSTANT DOLLAR RESULTS. We report results in U.S. dollars but we do business on
a.global basis, Exchange rate fluctuations affect the rate at which we translate foreign revenues and
expenses into ULS. dollars and have important effects on our results. In order to Hlustrate these effects,
the discussion of our business in this report sometimes describes the magmtude of chan&eq in constant
dollar terms. We believe this information facilitates a comparative view of business growth. In 2006,

the U.S. dollar was generally stronger against other currencies for the firse half of the year and 5cncr1lly_

weaker in the second half of the year compared to 2005. As a result, growth at constant dollar exchange
rates was g,cnerally lower than growth at actual currency exchange rates. See “How Exchange Rates
Affect Our Resulis” below for a more complete discussion regarding the impact of foreign currency
translation on our business. :

Years ended December 31, . % Variance

Eas

. . . ) 2006 2005

2006 2005 20004 vs. 2105 vs, 2004

Operating Revenue .. .. .............. 51,958,588 " $1,754791  $1,569.045 11.6% ~ 11.8%
‘Operating costs . .. ... ... ... ... ... 849,659 | 759,089 T 668,144, 119 13.6
-Externalku§c software amortization, . . .. . . v 4.?;,297 ’ 39,142 - 36,199 - 10.6 8.1
Selling and admihistrative expenses, ... . .. ..541,645 | 452,331 384,016 - 19.7 17.8
Deprectation and other amortization. . .. .. <+ 73,785 65,481 . .57.335 12.7 Co142
Severance, impairment and other charges . . T —— . — . 36,890 — —
Merger costs . . ... : . " 6,016 17928 .- — (66.4) —

Openating Income . ... ........... ... . |.S 444,186, $ 420,820 § 386,461 5.6%  89%

STOCK-BASED COMPENSATION EXPENSE. Statement of Financial Accbu:iting Standards (“SFAS”) No. 123 .
(revised 2004), “Share-Based Paymene,” (“SFAS 123R "} was adopted on January 1, 2006, which now
requires among other items, the recognition of stock option expense in the results of operations. The
modified prospective transition method was elected; therefore, prior period results were not retrospec-
tively adjusted. Prior to the adoption of SFAS 123R,, stock-based compensation expense related to
stock options was not recognized in the results of operations if the exercise price was at least equal to

. the market.value of the Common Stock on the grant date, in accordance with Accounting P.rincipllg:s-
Board (“APB”) Opinion No. 25,“Accounting for Stock Issued to Eployees,” (“APB 257). As a result,
the recognition of stock-based compensation expense was generally limited to the expense ateributed
to restricted stock units and stock option modifications. Historically, stocK options have been granted to
broad groups of employees on a discretionary basis. Beginning in fiscal 2006, employees are cligible

to receive restricted stock units with a service condition of four years instead of stock options with a
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS (CONTINUED) . -
Dollars and shares in.thousands, except per share data.

R P T P15 AW

service condition of three years. Employees in.more advanced leadership positions will continue to be
~ eligible to reccive restricted stock units which contain performance and service conditions. .

As a result of adopting SFAS 123R on January 1, 2006, our income before income taxes and net income -
for the year ended December 31, 2006 are $39.753 lower and $27,804 lower, respecuvely, than if we had S
' continued to account for share- based compensation under APB 25. Basic and diluted earnings per share . :
for the year ended December 31,2006 were $1.56 and $1.53, respectively, but would have been $1.69 o
. and $1.66, respectively, if we had not adopted SFAS 123R.. Stock-based compensation expense was
42,778 before taxes during the year ended December 31, 2006 and $40,523 before taxes during the
year ended December 31, 2005. Stock-based compensation expense recognized in the results of opera- oo
tions for the year enided December 31, 2006 was $2,255 higher than the pro forma amount determined
under the fair value-based method and disclosed in accordance with SFAS 123 No. 123 “Accounting
for Stock-Based Compensation” (“SFAS 1237), for the comparable prior year. This increase was primar-
ily due to higher faif value amounts ateributed to the more recent awards, acceleration of the vesting
of testricted stock umts and stock options of one employee in an advanced leadership position due
to retirement, and ant increase in restricted stock umt amortization expense due to the tlmmg of our
annual employee stock awards ’

. .

OPERATING INCOME

Our operaung income for 2006 mcrcased 5.6% to $444,186 from $420 820 in 2005.The change was
“due to the increase.in our operating revenue, partially offset by increases in our operating costs and sell- .
ing and administrative expenses driven by increased cost of data, investments in consulting and services R
capabilities, the adoption of SFAS 123R and decreased merger costs, as discussed below. Excluding the
effects of our adoption of SFAS 123R and merger costs, our non-GAAP operating income increased
11.7% on a reported basis and 11.5% in constant dollar terms.

Our operating income for 2005 increased 8.9% to $§420,820 from $386,461 in 2004. The change was
due 1o, the increase in our operating revenue, partially offset by an increase in our operating costs and
selling and administrative expenses driven by increased cost of data and investments in new products and
consulting and services capabilities, as discussed below. Absent the impact of 2004 severance, impair-
ment and other charges, and 2005 merger costs, our non-GAAP operating income increased by 3.6% at
reported exchange rates and 4.1% in constant dollar terms.

OPERATING REVENUE - ' : R

‘Revenue in 2005 reflects a reclassification between our three business lines to conform to the 2006
presentation. )

Qur operating revenue for 2006 grew 11.6% to 31 958,588 from $1,754,791 in 2005 and grew 11.8%
in 2005 to $1,754,791 from $1,569,045 in 2004. On a constant dollar basis our operating revenue t
growth was 11.1% in 2006 and 11.7% in 2005. The increases in our operating revenue resulted from
growth'in revenue in all three of our business lines, together with the effect of currency translation. On

a constant dollar basis, acquisitions completed in 2006 and 2005 contributed 2.3 percentage points of

our operatmg revenue growth during 2006, while acquisitions completed in 2005 and 2004 contributed .
4.0 percentage points of our operatmg revenue growth during 2005.
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SUMMARY OF OPERATING REVENUE -

’ % Variance % Variance
Years ended December 31, 2006 vs. HXI5 2005 vs. 2004 }
. Constant Constant
2006 2005 2004 Reported Dollar ,  Reported ~ Dollar
] - .
Sn!cs Force Effectiveness. . . . . 3 927,1_61‘ $ 846,505 § 778,942 . 9.5% 9.6 8.7%, . B.5%
Portfolio Optimization. . . ... 555,594 | - 509,075 459.086 9.1 . 88 . 109 107
Launch, Brand and Other. . .. { . 475,833 399211 331,017 19.2 18.3 2006 204
Operating Revenue . . .. ... . $1,958,588 | $1754791  $1,569,045 6%  11%  11.8% 11.7%

« Sales Force Effectiveness: The Americas, EMEA and Asia Pacific regions contributed abdut'équally
to the revenue growth in 2006 and 2005.

. Por(folm Optimization: EMEA contributed nbout three- quarters of the growth during 2006 In
2005, EMEA contributed more than half while the Americas and Asm l’ac1ﬁc each contributed
1ppr0\<lm1tely one quarter to the growth.

* Launch, Brand Managemem mtd Other: The Amerlcas ‘contributed three- —quarters of the total
growth in 2006. The Americas and EMEA both contributed about half to the growth i in 2005.

Consulting and services revenue, as included in the business lines above was $359, 525 for 2006, up
30.0%,_from 5276 653 in 2005 (1ppr0\<mntc_ly 29% on a constant dollar b:ms) Approxun’ntdy one-third
of the consulting and services revenue growth for 2006 was attnbunble to acquisitions completed n
2005 and 2006. Consulting and services revenue was $276,653 in 2005, up 50.4% from $183,945 in
2004 (appro‘mlntely 51.4% on a constant dollar basis). Approximately two-thirds of the consulting and
services growth for 2005 was attributable to .acquisitions completed during 2004 and 2005

»
p

OPERATING COSTS |

Our operating costs include data processing costs, the costs of data collection and production, and costs
attributable to personnel involved in production, data management and the processing and delivery

of our consulting and services offerings. Our operating costs grew 11.9% to $849,659 in 2006 from
$759,089 in 2005. In"2005, our operating costs grew 13.6% to $759,089 from $668,144 in 2004,

* SFAS 123R: The effect of the adoption-of SFAS 123R increased our operating costs by approxi-
mately $6,000 in 2006 as compared to 2005 (see Note 12 to our Consolidated Financial
Statemcnts) . o .

.. Foretgn Currency Translation: The cffect of foreign cufrency translation mcreued our’ operating
costs by approximately $4,000 in 2006 as compared to 2005. The effect of foreign currency trans-
lation increased our operating costs by approximately $2,000 for 2005.as compared.to 2004. -

Excluding the effect of SFAS 123R and the change due to foreign currency.' translation, our operatng
_costs grew 10.5% in 2006 as compared to 2005. Excluding the effect of the change due to Forclgn cur-
rency transhnon our operating costs grew 13.3% in 2005 compared to 2004.

* Data: _Dnta costs increased by approximately $32,000 in 2006 as compared to 2005 and increased
by appro':éiniately §37,000 in 2005 as comparccf to 2004.

. Consulrmg and Services: Consulting and services costs increased by $28,000 in 2006 compared o
2005 and increased by $57,000 i 2005 compared to 2004,
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. Production, Client Services and Other: Production, client services and other costs increased by
approximately $20,000 in 2006 compared to 2005 and decreased by approximately $4,000 in
2005 compared to 2004.

EXTERNAL-USE SOFTWARE AMORTIZATION

Our external-use software amortization charges represent the amortization associated with software we
capitalized under the provisions of SFAS No. 86, “Accounting for the Costs of Computer Software to
be Sold, Leased, or Otherwise Marketed.” Qur external-use software amortization charges grew 10.6%
in 2006 to $43,297 from $39,142 in 2005, and grew 8.1% in 2005 to §39,142 from $36,199 in 2004,

SELLING AND ADMINISTRATIVE EXPENSES ,

Our selling and administrative expenses consist primarily of the cxpenses attributable to sales, market-
ing and édministrati_on, including human resources, legal, management and finance. Our selling and
administrative expenses grew 19.7% in 2006, to $541,645 from $452,331 in 2005. Our selling and

: admlmstratwe expenses grew 17. 8% in 2005, to $452,331 from $384,016°in 2004. -

» SFEAS 123R: The effect of the adoption of SFAS 123R mcrt:aﬁed our ee!lmg and admlmstra—
tive expenses by apprommately $33,000 in 2006 as compared 10 2005 (see Note 12 to our
Consohdated Fmancml Statementq) B

. '.Foretgn Currency Transldtion: The effect of foreign’ currency translation increased our selling and

administrativé expenses by approximately $4,000 for 2006 as coinpared to 2005. Excludmg the -
effect of the change in foreign currency translation, our scl]mg and admiinistrative expenses grew

11:4% in 2006 compared to 2005. The effect of foreign curréncy translation increased our selling -

and’ adlmmstrauve expenses by appromnately $2,000 for 2005 as compared to 2004.

Excluding the effcct of SFAS 123R and the Change due to foreign currency translanon our selling
and administrative expenses grew 11.4% in 2006 as compared to 2005. E‘(cludmg the effect of the
change in foreign currency translation, our sellmg, and admmlqtntlvc expcnsc_s grew 17.3% in 2005
compared to 2004. :

* Sales and Marken:n;g: Sales and marketing expense increased by approximately $17,000 in 2006,
compared to 2005 and increased by approximately $3,000 in 2005, compared to 2004,

* Consulting and Services: Consulting and services expenses increased by approxil_na.tely $28,000 in
2006, compared to 2005 and increased by approximately $22,000 in 2005, compared to 2004.

s Administrative and Other: Administrative and other expenses increased by approximately $7,000

in 2006, compared to 2005 and increased by approximately $41,000 in 2005, compared to 2004. -

DEPRECIATION-AND OTHER AMORTIZATION .

Our depreciation and other amortization charges increased 12.7% to $73,785 in 2006 from $65,481

in 2005, resulting from higher amortization of intangible assets recorded from acquisitions made
during 2005 and 2006, and increased internal-use software amortlzatlon Qur depreciation and other
amortization charges increased 14.2% to $65,481 in 2005 from $57,335 in 2004, resulting from higher
amortization of intangible assets recorded from acquisitions made during 2004 and 2005 :md mcrcased

internal-use soft\vare amortization.
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SEVEﬁANCE,' IMPAIRMENT AND OTHER CHARGES

During the fourth quarter of 2004, we recorded a $36,890 pre-tax charge for severance, impairment
and other charges, related 1o a plan to eliminate selected positions involved primarily in production
and developinent. The ¢harge consists of severance for approximately 600 employees. See Note 6 to the
Consolidated Financial Statements, -~

MERGER COSTS ' S - S
During 2005, we incurred merger costs of $17,928 for professional fees in connection with a proposed:”
merger (which was uiltimately termmated) with The Nielsen Company ( ‘Nielsen”), formerly known as
VNU N.V, a Dutch' company We incurred additiorial merger costs of $6,016 i1 2006 for investment )
banker fees and expensés related to-a payment received from Niélsen in accord:mce with the terms of the

' merger termination agreement (see Other Income (Expense), net below). Seé Note 17 to the Consolidated
Financial Statements for a descrlptlon of the events surrounding the terminated merger with Nielsen.

TRENDS IN OUR OPERATING MARGINS

Qur opérating margin for 2006 was 22.7%, as compared to 24 0% in 2005. The’ decrease in our operat—
ing margin is due to the adopnon of SFAS 123R,, partially offset by a $11,912 decrease in merger costs
from 2005 to 2006. Excluding the effect of SFAS 123R in 2006 and merger costs in both 2006 and
2005, our non-GAAP operatmg margm would have remamed constant it 25.0% in 2006 :md 2005.

QOur operatmg margm for 2005 was 24.0%, as compared to \ 24, 6% in 2004 Excludmg thc 2005 merger
costs and the 2004 charge for severance, impairment and other, our non-GAAP operating margin ’
decreased from 27.0% in 2004 to 25.0% in 2005. The decrease in our operating margin was due to
increased cost of data, continuing investments in new products and consulting and services capabilities,
and operating income dechnes in Japarn, prlmarlly as a result of the costs incurred to ramp up sales of
our new offermgs '

R@cg:nt acquisitions ‘have also had an adverse effect on our operating margins due to the fact that some
of the small businesses we have acquired have historically experienced lower operating margins than
ours, and the revenue.and cost synergies that we incorporate into our business p_laﬁs are not all imme-
diately realized. We also experience higher intangible amortization in the first years after completing
an acquisition and may incur additional costs in integrating the acquired operations into ours, both of
which tend to increase our costs and thus decrease our operating margins in the initial years of each
commpleted acquisition.

'NON OPERATING INCOME (I.DSS) NET

Our non- operatmg income, net decreased to a gain of $4,559 in 2006 from a net gain of $33,433 in
2005, Our non-operating income increased 19.5% to a net gain of $33,433 in 2005 from a net gain of
$27,978 in 2004. The annual changes in non-operating income was due to the following factors: ¢

* Interest Expense, net: Net interest expense was $34,972 in 2006, compared with 1512,7"'15 in 2005,
_due to higher debt level; and higher interest rates. Net interest expcnéc was $12,715 in 2005,
" compared with $11,680 in 2004, due to higher debt levels'during the first half of the year and
higher interest rates.

* Gains from Investments, net: Gains from investments, net, amounted-to a net gain of $2,250 in
2006 as compared to a net gain of $4,713 in 2005 and a net gain of $11,892 in 2004. The net gain
in 2006 was primarily as a result of the sale of our investment in Allscripts Healthcare Solutions,
Inc. The net gain in 2005 was due primarily to $1,690 of gains from the sale of investments, net
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" of management fees and write-downs related to the assessrhent of other-than-temporary declines”

" in the value'of i mvestments In addition, we . had gams from investments of $3.023 as a result of the '_ E )
T -""dlvestlture of a- 20% interest we had in a German company that was dlaposed of in connection
- wnth the acqursmon of our remaining 50% interest in [HA. [MS Health. GmbH (“[HA”) Lo
S Gam from Sale of TriZetto: On December 21 2004, IMS and TrlZetto entered intg a'share pur— ’;i‘ -

chase agreement pursuant to which we sold to TriZetto all of the 12,142,857 shares’ of Common ,
ol Stoek, par value $0.001 per share, of TriZetto (“TriZetto Conimon Stock™) owned by us for an _ '
o =3 .aggregate cash consideration of $81,964. We received $44.550 in December 2004 and the balance _
of $37, 414 in ]'muary 2005 As such, the balance of $37,414 was included in Other current assets in
our: Consohdated Statements of Financial Posmon at December 31 2004. As a result of the transac-,-* = LT
7 tlon we recorded a pre tax gain of $38,803 i in 2004, and we no longer owned any shares ofTrrZetto N
o Common Stock as.of December 31, 2004. Prior to the sale of the Trlzetto shares-in December
-. 2004 we had accounted for our investment in TrlZ.etto under the equlty method- of accotnting. °

P . PO . -
o i B wntp ke, WA frnd g P R R ot SR g N S Tha ot o R e

we
S e

"J.

* Other Income (Expense) net: Other income, net, decreased i in 2006 to $37, 281 from $41,435

- 'in 2005, prnnarlly ‘due to forelgn exchangeslosses of $6,074 in 2006 as compared to foreign - L
exchange gaiis of 329 800 in 2005, partlally offsét by a $45, 00 payment rece1ved in 2006 _ I

from Nielsen'related to the terminated merger between IMS and Nielsen (qee Note 17 to the st o Tl

. Consohdated Fmancml Statements). Other income (expense) net, 1ncreased in 2005 to §41, 435 ‘ ;

from $(10, 853) in 2004 primarily due to net foreign exchange gains, of $29 800 in 2005, com- - L

- pared with net foreqbn exchange losses of$894 in 2004, 'md a relmbursement of$15 000 in 200:) N

S .from N1elsen for: rnerber related costs 1ncurred by us related to the terminated: merger between - _".. v

: ‘IMS and Nle]sen (See Note 17 to the” Comohdated Flnancml Statements). . [ ' . W

TAXES S ‘ e o e
© Our effective tax rate: was 29 7% in 2006, compared with 37.5% 1n 2005 and 31, 2% n 2004 The effec-
tive tax rate for 2006 decreased compared to 2005 primarily due to a favorable U.S. partnershlp audit “ Lok
settlement of approxnmately $69,200 for the tax years 1998 through 2003 and a ‘favorable U.S. corporate” - :
- audit'setlément of approxnnately $17,600 for the tax years 2000 through 2003 Thé fax rate for 2006 - - o
" was also 1mpacted by approximately $27,650 of tax expense associated with a reorganization of Cer— -
“tain non=U.S. subsldlarles of which approxm)ately $6,200 was incurred in the fourth’ quarter Fusther, % - | :
- approximately $24; 900 of tax expense was recorded in 2006 related to dlsputes between us and NMR, . e
on the one hand, and Donnelley and certain of its former affiliates on the other*hand, as to proper ' o . R
‘iriterpretation of, and allocation of tax liabilities under the 1996 Spin-Off agreements (ﬁee Note 16to "«
.the Consolidated -Fin:.mcial Statéments). The 2005 effective tax rate increased cornpared'to' 2004 pri- - .
~marily due to $40,600 of tak expense from the repatriation of $647,000.of foreign earmngs back to the © 7 -
"U.S. under the American Jobs Creation Act of 2004 (“AJCA™) )-This was partially offset by.a'favorable l:‘ e
- non-U.S. audit settlement of approximately, $29, 200.The- effective tax rate in 2004 was decreased by " .o. -

-approxlmate]y $15; ]00 prlmarlly due to a favorable partial U S.audit, settlement: e

For all perlods presented our effective tax rate was reduced.as a result of global tax. planmné initiatives.
While we intend to contlnue to seck global tax planning initiatives, there can be no assurance that we wdl
be able to. successfu]ly,ldentlfy and implement such initiatives to reduce or malnt:np our overall tax rate.

TR
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OPERATING RESULTS BY GEOGRAPHIC REGION

The f’ollowing"reprcsgnts seléc_tc:d geographic information for ‘the regions in which we operate as of and
for the years ended December 31, 2006, 2005 and 2004.

Corporate &

Americas! EN;EAZ Asia Pacific? Other. .~ * “Total IMS
Year Ended December 31, 2006: i . :
Operating Revenue’ .. .............. $880,660  § 812876  $265.043 — 81,958,588
Operating Income (Loss)3. . . ... ..... .. $305823  § 121,337 $110.566 ~ § (93,540) § 444,186
Toral Assets . ...~ ..o .. . L. $648,989 % 897,152 $178,284 $ 182,169 £1,906,594

" Year Ended December 31, 2005: ' : ' :

Operating Revenuet .. ... 0 0L $779,855 $§ 735,348 "$239,588 — " $1,754,791 . -
Operating Income (Loss)3. ., - . ..., .. $292,195 $ 107,553 $ 106,170 - .. $',‘(85,098) § 420.,820 -
Total ASSets . . ..o o §578,640- § 791,210 §157,442 - § 445728  $1,973,020
Year Ended December 31, 2004: ’ .
Operating Rcvcnuc* ................ . £707.471 § 654,336 $207.238 — $1.569,045
Operating [ncome (Loss. ... ......... $278,822 $ 105510 b 10?,714_ 5(105,5‘55)‘" § 386,461
Total Assets ., ... .. e, ~ $434.001 ' $1.020,115 $158206 . % 278,384 $ 1,890,706

Y

Notes to Gmgraphtml Financial Information:

1 Americas inchedes the United States, Canada and LarmAlm‘nm Amverieas ur(l'uﬂ'ed Opcramrq Revennue i the United States cgf37l6 880,
$633,117, and $571,245 in 2006, 2005, and 2004, respectively, and Total Assets of §319,913, $476,320, and $330,479 in 2006, 2005, und
2004, respectively.

2 EMEA includes couriries in' Exrope, the j\hddff Fast and Africa.

3 Asia Pacific includes_Japan, Australia and other conintries in the Asia Pacific region, . :

4 Opemrmq Revenwic relates 1o extérnal customers and is prmmrdy based en the location of the customer, ”w Opf’m!mq Revcmm fur the geographic
regions includes the impact of foreign exchange in converting results inte ULS. dollars.  2°

5 Operating Income fer the three geographic regions does ot reflect the allocation of certain expenses thay are nrazmmnrd in Cvrponm and Other and

s such, fs not.a trie meastire of the FSpCCtive regions * profitability. The Operating Incoie amovats for the qcographl( segments inchide the impace of
" foreign :\dmnq«' in converting results into U.S. dollars. For the year ended December 31, 2004, bcwraure', itmpairment and ather charges of $6,979,
$26,908, and $2,132 for the Americas, EMEA, and Asia Pacific, respeerively, are presemted in Corporate and Otlrer

P

Ry

AMERICAS REGION

Opcratfng revenue growth in the Americas region was 12.9% in 2006 compared to 2005 and 10.2% in
2005 versus 2004. Excluding the efféct of foreign currency translations, operating revenue grew 12.1%
in 2006 compared to 2005 and 9.3% in 2005 compared to 2004 The growth in 2006 and 2005 was
driven more than one half by L:mmh Brand Management and Other business line.and one quarter by
Sales Force Effectiveness. : , , -

Operating income growth.in the Americas region was 4.7% in 2006 c01np1red to 2005 and 4.8% in 2005
versus 2004. The operating income E,rowth reflects revenue growth in the region and foreign currency
translanom partially offset by the adoption of SFAS 123R. Excluding the effect of foreign currency trans-
lations, opentmb income grew by 3.9% in 2006 as compared to 2005: E\cc]udmg the efféct of SFAS ]23R
after Eld_]LlSl'l]]b for currency, Oer’ltlnb income grew 7.7% in 200() as comparcd to 9005

EMEA REGION ' ' ' :

Operating revenue growth in the EMEA region was 10.5% in 2006 compared to 2005 and 12.4% in
2005 versus 2004. Excluding the effect of foreign currency translations, dperating revenue grew 9.2% in
2006 compared to' 2005 and 13.1% in 2005 compared to 2004. The growth in 2006 was driven by Sales
Force Effectiveness and Portfolio Optimization, equally. The growth in 2005 was driven by all thru: of
our business lines about equal]y -
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) Opemting, income.in the EMEA region increased by 12.8% in 2006 compared to 2005 and.1.9% in 2005
versus 2004. The operating income growth reflects revenue growth in the region and foreign currency
tranislations, partmlly offset by the adoption of SFAS 1231 E‘(cludm& the effect offorelgn currency
translations, operating income grew by 11.0% in: 2006 as compared to 2005. Excluding the effect of SFAS
123R, after adjusting for currency, operating income grew 22.0% in 2006 as compared to 2005,

e b

ASIA PACIFIC REGION

Operating revenue in the Asia Pacific region gjrew by I(J 6% in 20()6 as compared to 2005 and 15. 6% in
2005 .versus 2004. Excludmg the effect of foreign currency translations, operating revenue grew 13.5% -
"in 2006 compared to 2005 and 15.5% in 2005 compared to 2004. The revenue growth in 2006 was ‘
driven about three quarters by Sales Force Effectiveness. The growth in 2005 was drlven about three
quarters by Salcs Force Effectlvencss and one quarter by Portfolio Optimization.

Opermng income in'the Asm Pacific region iricreased by 4.1% in 2006 as compared to 2005 and
decreased by 1.4% in 2005 versus 2004. The operating income growth in 2006 reflects revenue growth
in the région and foreign currency translations, partially offset by the adoption of SFAS 123R.The 2005
decline in operatmg income in the region was due to costs incurred to bring the new Japan products
and services to, market and acquisitions. Excluding the effect of foreign currency translations, operating
income grew by 7.3% in 2006 as compared to 2005. Excluding the effect of SFAS 1231{ after adjusting
" for CUrrency, operatmg income grew 9.7% in 2006 as compared to 2005. .

How Exéhangf: Rates A'ffec_t .C.)ur Results -

.

We operate grlob:xllgr, deriving a significant portion of our operating inco_mé from non-U.S. operations.
As a result, fluctuations in the value of foreign currencies relative to the U.S. dollar may increase the vol-
atility of U.S. dollar operating results. We enter into foreign currency forward contracts to partially offset
the effect of currency fluctuations. In 2006, foreign’ currency translation increased U.S. dollar revenue
growth by approximately 0.5 percentage points, while the impact on operating income growth was an
approximate increase of 0.2 percentage points.-In 2005, foreign currency translation increased U.S. dollar
revenue growth by approximately 0.1 percentage pomt while the 1mpact on operating income growth
was an approximate decrease of 0.5 percumgc point. -

Non-U.S. monetary assets and liabilitie are maintained in currcncu:s other than the U.S. dollar, prin-
mpa]ly the'Euro, the Japanese Yen ind the Swiss Franc. Where monetary assets and liabilities are held in
the functional currency. of the,local entity, changes in the value of these currericies relative to the U.S.
dollar are charged or credited to Cumulative translation adjustment in the Consolidated Statements of

- Shareholders’ Equity. The effect-of exchange rate changes during 2006 increased the UL S, dollar'amount
of Cash and cash equivalents by $5,110.The effect of exchange rate changes during 2005 decreased the
U.S. dollar amount of Cash and cash equivalents by $14,254.The effect of exchange rate changes durmg
2004 increased the U.S. dollar amount of Cash and cash equwalenrs by $12,113.

‘Liquidity and Capi‘tal-Ref;ourc.es :

Cash and cash equivalents decreased by $205,597 -during 2006 to $157,346 at December 31,2006
. compared to $362,943 at December 31, 2005, The decrease reflects cash used in investing activities of
$162,619 and cash used in financing activities of $404,207, partially offset by cash provided by operat-
" ing activities of $356,119 and an increase in Cash and cash equivalents of $5,110 due to-the effects of
exchange rate cha.nges.- .
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS (CONTINUED)
Doltars and shares in thousands, except per share data,

We currently expect that we will use our Cash and cash equivalents primarily to fund:

+ devetopment of software to be used in our new products and capital expenditures to expand and

". upgrade our information technology ¢apabilities and to build or acquiire facilities to house our,
growing business (we currently expect to spend approxunately $115,000 to 55]25 000 durmg
2007 for software development and capital expenditures);

. acquisitions (sce Note 4 of the Consolidated Financial Statements);

= share repurchases (see Note 15 of the Consolidated Financial Statements);

+ dividends to our sharcholders (we expect 2007 dividends w1|l be $0. 12 per share or apprommately
$24,000); : : L Y

» payments for tax-related matters, including the D&B Legacy Tax Marters discussed further in
Note 16 to our Consolidated Financial Statements. Payments for certain of the D&B Legacy Tax
Matters could be up to approximately 332 900 in 2007 and i

» pension and other postretirement benefit plan contrlbutxons (wr:: currently expect contribu-
‘tions to U.S. and non-U.S. pension and other postretirement benefit plans to total approxnmatcly
$8,000 in 2007) (see Note 11 of the Consolidated F1nanc1al Statements).

Net cash provided by operating actvities amounted to $356,119 for the year ended December 31,
2006, an increase in cash provided of $46,967 over the comparable period in 2005. The increase relates '
to higher net income, lower funding of accounts payable, accriied and other current liabilities, and

_ accrued severance, impairment and other charges, partially offset by the funding of accounts receivable,
inventory, and prepaid and other current assets. Cash invested in accounts receivable was driven by the .
increase in revenues. Our DSO (days sales outstanding) was generally. ﬂat year over vear.

Net cash used in investing activities amounted to $162,619 for the year en(_ied December 31,2006, a
decrease in cash used of $105,197 over the comparable period in 2005:The decrease relates to lower
payments for acquisitions {see Note 4 of the Consclidated Financial Statements) and capital expen-
ditures 1n 2006 as compared to 2005, pamally offset by proceeds from the sale of our investment in
TriZetto during the first quarter of 2005 (see Note 8 of the Consolidated FmanClal Statementa) anda
reducnon in short-term marketable security investments. : ‘

Net Cash used mn financing activities amounted to $404, 207 for the year cnded December 31, 2006

an increase in cash used of $295,165 over the comparable perlod in 2005. This i mcrease was due to an ‘
increase of $633,900 in purchases of our stock and a decrease of $46, 310 in procecds from the exercise’
of stock options during 2006 as compared to 2005, parually offset by an increase of $384 511 in dcbt
durmg 2006 as compared to 2005,

Fmancmg activities include cash dividends pald of $0. ]2 per share annually ($0.03 per Sharc quarterly)
in 2006 and $0.08 per share annually ($0.02 per share quarter]y) in 2005, which amounted to $24,337
and $18,405 during 2006 and 2005, respectively. The ‘payments and level of cash dividends by IMS are-
subject to the discretion of the Board of Directors of IMS. Any future dlv1dcnds other than the $0.03
per share dividend for the first quarter of 2007, which was declared by the Board of Directors of IMS in )
- February 2007, will be based on, and affected by, a number of factors, including the operatmg results and

L)

financial requirements of IMS.
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) o Our share repurchase program has been developed to buy opportunistically, when we believe that our.

. EM 7. MANAGEMENT'S DiSCySSIONl AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS (CONTINUED)

Dollars and shares in thousands, except per share data.
L - . .

.r, 4 -
L *

‘Stock Repurcha’serprograms

7 ‘shate price provides us w1th an attractive use of our cash flow and debt capac1ty As of February 15,

’ 2007 approxunately 10, 309 sharea remairied ava1lable for purchaae under our repurchase programs.

On _]anuary 29, 2007 we purchased 6,133 shares of outstandmg Common Stock at an’ mrtral cost-of

approxnmately $170, 000 pursuant to an accelerated share repurchase program (“ASR”). ‘The ASR agree- :

" ‘ment provides for. the final settlement amount to be in stock if we were to- owe an amount to the bank,

or in elther cash or addrtlonal shares of our Common Stock, at our sole dlscretlon if the bank were to

- owe an amount to Us. The final settlement amount wrll increase or detrease based on our share prrce e

over the settlement pertod We funded the ASR through our existing bank credrt f1c111t1es (see Note 20-
. to the Consohdated Fmanc1al Statements). .

On December 19; 2006 the erd of Dlrectors authonzed a stock repurchase program to’ buy up to
10,000 shares. As of December 31, 2006, 10, 000 shares remained available for repurchase under the
December 2006 ‘program.

“On ]anuary 25,2006, the Board of Directors a’uthorized‘a stock repurchase program to buy up to
30, 000 shares. As of, December 31,2006, 6,444 shares remained available for repurchase under the

| january 2006 program.

" On Noveriber 16, 2005 the Board of Directors authorlzed a stock repurch"ise program to buy upto

‘ 10 000 shares Thls program was completed n February 2006 at a rotal cost of $251,619.

10 000 shares. This program was’ completed in _]anuary 2006 at a total cost of $242,680.

On February 10; 2004 :the Board of Directors authorized a stock repurchase program to buy up to
10 000 ehares This- program was completedin _]anmry 2005 at a toral cost of $232,770.

< On Apr1l 15, 2003 the Board of Dtrectors authorlzed a stock repurchase program t& 'buy up to 10 000
shares Thls probram was completed in May 2004 it & total cost of $243,520.

. 15,000.shares of outstandm;, Common Stock under these programs at a total cost of $362,659, includ-
ing the repurchase of 4, 600 shares on January 9, 2004 pursuant to a prior ASR_ These share repurchqses

’ posmvely impacted our dlluted earnings per share by $0.08, $0.02 and $0.03 for the years-ended

“December 31, 2006, 2005 and 2004, respectlvely

" Shares acqunred through our repurchase programs ‘described above are open-market purchases or pri-

vately negotrated transactions in compliance with: SEC Rule 10b-18, with the exception of purchases R

pursuant to the 2006 and 2007 ASR

- Debt’

.In recent years, wé'have increased debt levels to balance appropriately the objective of generating an
attractive cost of Capltal with providing us a reasonable amount of financial flexibility. At December 31,

-

. On December 14,2004, the, Board of Directors authorized a stock repurchase program to, buy up to = .

L Durmg 2006 we repurchased approxmlately 33 931 shares of outstanding Common Stock under these - -
programs ata total cost of $880,407, including the repurchase of 25,000 shares on January 30, 2006 pur- -
_suant o an ASR’, Durmg 2005, we repurchased approxunately 10,213 shares of outstanding Common " *
- Stock under these programs at a total cost of $246,507. Durmgj 2004, we repurchased approximately

2006, our debt totaled $975;406, and management does not believe that this level of debt poses a mate- -

rlal risk: to us " due to, the followmg factors:
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS (CON'I'INI.IED)

Do!!ars and shares in !humand:, except per share data.

. » in each of the last three years, we have generated strong net cash provided by Opcratmg activities

n-excess of $300,000; .

-

¢ at December 31, 2006, we had $157,346 in'\vor]dwidc Cash and cash 'eqﬁiﬁalen’ts;

« dt December 31,2006, we had $660,444 of unused debt capacity under our existing bank credit

- faulltles and

+ we believe that we have the ability to obtain additional ‘debt capacity.outside of our existing debt

arrangements.

The following table summarizes our long-term debt at December 31:

_D;Q:é:ﬁbér.)i ,I [December 31,
.. : . P <. 2006 . | 2005

4.6% Private Placement Note, principal payment of $150,000 due January 2008;- ) ' .
«net ofmterest rate swaps of $(2,819) and 8(2,710), respectively . .. ... ... . .. . $147 181 $147,290
5.55% Prlvatc Placement Notes, principal payment of $150,000 due April 2()16. I s 150 000 L —
1.70% Prn_rate P]accﬁt_l.unt Note, principal payment of 34,395,000 Japanese Yen'~ ; e

due January 2013, L g 288,67@ —
Reevolving Credit Faciliry: ’ o

Japanese Yen denmmmred borrowmgﬁ at average floating rates ofapproxunatdy 0.83%:.], . 2;9,097. 371,924

Swiss Franc clenomlmtnd borrowings at average floating r: fates of approximately 2.32% . { I,_S;?,ZSS 92,217

U.S. Dollar denominated borrowings at average floating rates of approximately 6. 50%. . ’ 31,200 —
Bank Term Loan, principal payment of $50,000 duig Juie, 2009 at averagc ﬂmtmg rate of [3 R

approximately 5.60% ... ... it 50,000 —
Total Long-Term Debt . .. ............ e oo} '8975,406] 8611431

In July 2006, we entered into a $1,000,000 revolvmg credit fa(:lllty w1th a synduate of 12 banks
(“Revolving Credit Fac111ty ) replacing our exisung $700,000 Amended and Restated Facility (see
below). The terms of the Revolving Credit Facility extended,thé maturity of the facility in its entirery
to a term of five years, maturing July 2011, reduced the borrowing margins, and increased subsidiary

" borrowing limits. Total borrowings under the Revolving Credit Facility were. $339,555 and $464,141

at December 31, 2006 and December 31, 2005, respectively, all of which were classified ‘as long-term.
In April 2004, we entered 11to a $_700,000 revolving credit facility with a’syndicate of 12 banks (the
“Unsecured Facility”). The Unsecured Facility replaced our linés‘of ‘credit with several domestic and

.international banks. On March 9, 2005, we rencgotiated with the sy’ndiciite of12 banks to amend and

* restate the Unsecured Facility (the “Amended and Restated F1c111ty”) The terms of the Amended and

Restated Facility extended the maturity of-the facility in its entirety to a term of five years, maturing .-
March 2010, reduced the borrowmg margins ‘and increased subsidiary borrowmg limits. :

We define long-term lines as those where the lines _a‘rc non-cancellable for more than 365 days from
the balance sheet date by the financial institutions except for specified, objectively measurable violations
of the provisions of the agreement.-In general, rates for borrowing under the Reevolving Credit Facility

" are LIBOR plus30 basis points-and can vary based on our Debt to EBITDA ratio. The weighted aver-
. age interest rates for our lines were 1.61% and 0.62% at December 31, 2006 and December 31, 2005,

respectively. In addition, we are reqmrcd to pay a commitiment fee on any unused portion of the facili-

ties of 0.075%. At December 31, 2006, we had approximately .15660 444 available under our existing

'bmk credlt facilities.

. In]une 2006, we closed a $50,000 three year term loan with a bank. The term loan allows us tG- ‘borrow

at-a ﬂoatmg rate with a lower borrowing margin than our revolving credit faullty, and provides us with

. an option vo extend the term up to an additional two years. We used the proceeds to refinance existing .

debt borrowed under the revolving credit facility.
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+

In April 2006, we closed a private placement transaction pursuant to which we issued $150,000 of ten-year
notes to two highly rated insurance cotnpanies at a fixed rate of 5. 55%. We used the proceeds to refinance. -
existing debt of $150, OOO drawn under a short tcrm credir agreement with a bank in ]anuary 2006. T

3

In January 2006, we closed a prwate placement transaction pursuant to which our Japanese subsidiary

1ssued 34,395,000 Japanese Yen seven-year debt (equal to $300,000 at date of issuance) to several hlghly
_rated insurance companies at a fixed rate of 1.70%. We used the proceeds to refinance existing debtin  © ¢
Japan borrowed under our Amended and Restated Facility. - ‘

n g LR e £ W N et 2 e ST

In _]anuary 2003, we closed a private placcment transaction pursuant to which we issued $150,000 of
-five-year debt to several highly rated insurance companies at a fixéd rate of 4.60%. We used the proceeds -
to pay down short-term debt. We also swapped $100,000 of our fixed rate debt to floating rate based

on six-month LIBOR plus a margin of approximately 107 basis points. We accounted for these swaps

.as fair value hedges: under the provisions of SFAS Nao. 133, “Accounting for Derivative Instruments

and Hedgmg Actlvmcs "We determined the fair values based on estimated prices quotcd by financial
institutions. The fair Values of these swaps were $(2,819) and $(2,710) as of December 31 2006 and

December 31, 2005 respectlve]y . L

s aatele f eats o8 S Pyt
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In March and Aprll 2002, we entered into interest rate swaps on a portion of our vartabte rate debt

portfolio. These swaps matured in March 2005 and April 2006. We accounted for the interest rate swaps
“as cash flow hedges.and recorded any changes in fair value i in Other Comprehcnswe Income. We deter-
mined the fair values based on estimated prices quoted by ftnancial i institutions. The fair values of these L e i

swaps were $(100) as of December 31, 2005.

PR AT

Our financing arrangements provide for certain covenants and events of default customary for similar
instruments, including in the case of our main bank arrangements, the private placement transactions,
and the term loan, covenants to maintain specific ratios of comol:dated total indebtedness to EBITDA
and of EBITDA to certain fixed charges. At December 31 2006, we were in comphance with these

" financial debt covenants i

S

P R TR

~ Severance, lmpairment and Other Charges - .

Durmg the fourth quarter of 2004 we recordcd $36,890 of Severance, impairment and other charges as - -
a component of operating income. As a result ofleveraglng prior investments in technology and process “ i
mprovements we committed t© a plan to eliminate selected positions involved primarily in produc- - ‘
tion and developmcnt The plan resulted in a charge for one-time termination benefits relating to a '
headcount reduction-of approximately 600 employees located primarily in EMEA and the U.S. These T :
severance benefits were calculated pursuant to the terms of established émployee protection plans, in . L
accordance with local statutory minimum requirements or individual emp]oyee contracts, as applicable.

See Note 6 to the Consolidated Financial Statements ‘ '

All of the charge will be settled in cash. We paid approxlmately $12,220 durmg 2006 and the remain- -~ .., - S
ing accrual balance at December 31, 2006 was $166. All termination actions under this plan have been -7+ - '

completed by the end of 2006. . By

. Severznce
related
+ . - . CESErVes "_‘_ . ’:
Charge at December 31,2004 . . ... $36,890 "
2004 utilization . . ... ........ T i . (452) .
2005 UHZALION | . . .. oL (24,052 .- .
2006 WElIZAON . . . .o e P {12,220 . I
$ 166 -

" Balance at December 31,2006 . . oo oot e e e e
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During the three months ended Mhrch 31, 2003, we recorded $37,220 of Severance, impairment

and other charges asa component of operating income. These charges were designed to further
streamline operations and increase productivity through a worldwide reduction in headcount of
approximately 80 employees and charges related to impairéd contracts and assets. The contract-related
charges were for impaired data supply and data processing contacts primarily in our U.S. and Japanese
operations. The asset write-downs portion of the 2003 charge relatéd to our decision to abandon
certain products and as such, certain computer software primarily in the U.S., Japan and EMEA was
written-down to its net realizable value. See Note 6 to the Consolidated Financial Statements.

" Severance . Contract Asset
related related write-
reserves reserves downs Total

ChargeatMarch 31,2003 . ... .. .. .. ................ £9,958 $22.307 $4,955 $37,220
L2003 walizadon . ..., L. L.l e e (6,197) {7,047) (6,634) (19,878)
2004 utilization . . ... Lo L e (1,637) (3.614) — (5,251)
2005 utilization . . ... .. (378) 6747 . — (7,125)
2006 utilization . . . . . e — (2262) - — (2,262
AJUSEMENTS © ..o - (1,746) 67 1,679 —
Balance at December 31,2006 . ... ... ... ... .. ... .. ... 8 — § 2,704 8 — § 2,704

Approximately $9,958 of the 2003 charge related to a worldwide reduction in headcount of approxi-
- mately 80 employees. These severance benefits were calculated pursuant to the terms of established
employee protection plans, in accordance with local statutory minimum requirements or individual
employee contracts, as applicable. l

The cash portion of the 2003 charge amounted to $30,586, of which we paid approximately $2,262,
$7,125 and $5,251 during 2006, 2005 and 2004, respectively, related primarily to employee termina-
tion benefits and contract-related charges. The remaining accrual of $2,704 at December 31, 2006

. relates to lease obligations. '

During the fourth quarter of 2001, we completed the assessment of our Competitive Fitness
Program. This program was designed to streamline 0peratfons, increase productivity, and improve
client service. In connection with this program, we recorded $94,616 of Severance, impairment
and other charges during the fourth quarter of 2001 as-a companent of operating income. As of
December 31, 2006, approximately $3,478 remains to be utilized from 2006 to 2013 primarily
related to severance and lease payments. See Note 6 to the Consolidated Financial Statements.

Severance - Contract Asset
related related write-

- reserves reserves downs Total
Charge at December 31,2001 ... ... ... ... ....... .. $39,652 . 826324 $28,640 $94,616
2000 udhizagon . . . ... e {3.692) (6.663) (27,887) (38,242)
2002 utilization . .. ... L. e {26,277} (9.819) . {1.474) (37,570
2003 urilization . . ..., .. .o e {6,384) (2,720 (241 (9,345)
2004 unlization . . ... L L (455) (1,232) — (1,687)
2005 anlization . . ... ... L e (262) (1,881) — (2.143)
2006 tlization . . ... ... (264) C(1,887) — {2.151)
Adjustments ... ..o e ' (688) (274) 962 —
Balance at December 31,2006 , ... . ... ... ....... . ..... $ 1,630 - $ 1848 % — $ 3,478
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" the 2004 severance actions will be partially offset by headcount additions in selected locations. We réal-

“charges the-income statement lines that will be impacted in future periods are Operating costs for the~ .-
contract-related charges and Depreciation and amortization related to the assét write-downs. However, ' -

“year are as listed in the following table:

4" Ohr contributions to pesion and other postretirement henefit plans for the years 2006, 2005 and 2004 were 317,964, $32, 657 and $35,930, © . %

ITEM 7. MANAGEMENT'S DiStUSS[DN AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS (CONTINUED) | Lo

Dollars and shares in thounsands, except per share data.

Vs

We expect that future results will benefit from the 2001 and 2003 restructuring charges to the extent
: - .t B . . . . !

of the contract-related charges and asset write-downs primarily through 2007. Our severance actions m ' ... .

the 2001 and 2003 programs related to a shifting of resources around the Company. The benefits from

ized a partial year benefit in 2003, and full year benefits are expected to be realized in years subsequent
to 2005, primarily in Operating costs and Selling and administrative expense. For the 2001 and 2003 ‘

" we do not expect a material impact on future cash flows due to the fact that we are still contractually

_obligated to continue to make payments under impaired contracts.

Contractual Obligations . ) N

Our contractual obligations include facility leases, agreements to purchase data and telecommunications MR

services, leases of certain computer and other equipment and projected pension and other postretire-
ment benefit plan contributions. At December 31, 2006, the minimum annual payment under these
agreements and other contracts that have initial or remaining non-cancelable terms in excess of one :

Year
2007 2008 00 2000 7 2011 Thereafter- Total
Operating Leases'. .. ... ..... . $29845 8 27.198_ § 23818°8 20785 § 19,662 § 52689 § 173,997 -

Data Acquisition and -
Telecommunication Services?. . 146,530 93,784 65,758 55,205 32,667 3,071 397,015
' Computer and Other. . . L
" Equipment Leases®. . .. ... .. 22,522 18,519 9,140 3,718 1,234 879 56,012

Projected Pension and

Orcher Postretirement - ) . o -
. Benefit Plan Contributions* .. . 7,875 .= e — — —. 7.875
" Long-term Debts. .. .. e 025,463 169,257 - T 18,693 18,693 405,517 451,901 1,089,524

Other Long-term Liabilities
Reflected on Consolidated _
Balance Sheett. .. ... ... 00 11,840 11;186 11,834 12,158 12,438 69,221 128,074

-Total. ... .. T $244.075  $319.944° $129240 $110,559 $471,518 "$577,761- $1,853,097 Lt

1 Rental expense ander reaf estate operating leases for the years 2006, 2003 and 2004 was $26,073, $24,107 and $22,700, respectively.

2 Expense vnder data and telecommuniéations conracts for the years 2006, 2005 and 2004 was $145,082, £139,652 and §137,413, respectively,

3 Rental expense wnder tomputer and ather equipment leases for the years 2006, 2005 and 2004 was $23,021, $19,912 and $18,422, respectively.
These leases are fregiently rencgotiated or othenwise changed as advaneements in computer technolugy produce opportunitics to lower costs and improve o
performaice. . - ’

respectively. ‘ g .
The estimated contribution amount shown for 2007 includes both required and diseretionary coniributions to funded plans as well as bengfit payments
- froin unfunded plans. The majority of the expedted contribution shoum for 2007 is required. . :
5 “Amounts represent.the principal balance plus estimated interest expense inder our long-term debt (sec Note 10 of the Congolidated Financial
Statemenis). - : . T N .
6. Includes estimated fusure funding requirensems related to pension and postretirement henefits {sec Note 11 of the Consolidated Finandal Statements)
and the long-term portions of the 2001 severarce, impairment and other tharges {see Note 6 of ihe Consolidaced Financial Statements). As the timing
of fuswre cash outflows is uncertain, the following long-rerm liabilities (and related balances) arc excluded from the above table: long-term tax liabilities .
($21,700), deferred taxes (§133,417) and other sundry items ($11.530). : !
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Dollars and shares in thousands, except per share data, : .

Under the terms of certain purchase agreements related to acquisitions made since 2002; we may be
required to pay additional amounts as contingent consideration based on the achievement of certain -
performance related targets during 2006 through 2009, Substantiatly all of these additional payments

- will be.recorded as goodwill in accordance with Emerging Issues Task Force Issue (“EITF”) No. 95-8;
“Accounting for Contingent Consideration Paid to the Shareholders of an Acquired Enterprise ina -
Purchase Business Combination.” As of December 31, 2006, approximately $47,000 had been carned.
"under these corntingencies. Based on current estimates, we expect that additional contingent payments”
“under these agreements may total approximately $21,000. It is expected that these contingent payments
will be resolved within a specified time period after the end of each respective calendar year from 2006
[hrou[’h 2009 : '

‘Off-Balance Sheet Obligations

- As of December 31,2006, we did not have any off-balance sheet arrangements (as defined in Item
303(a){4)(ii) of SEC Regulation 5-K} that have or are reasonably likely to have a current or future effect .
on our financial condition, revenues or expenses, results of operations, liquidity, capital expenditures or -
capital resources that is material to investors.

- Market Risk

Ouwr primary market risks are the impact of foreign exchange fluctuations on non-dollar-denominated
revenue and the impact of interest rate fuctuations on interest expense.

‘We transact business in' niore than 100 countries and are subject to risks associated with changing for-
eign exchange rates. OQur objective is to reduce earnings and cash flow volatility associated with foreign
~exchange rate changes. Accordingly, we enter into foreign currency forward contracts to minimize the
- impact of foreign exchange movements on net income, non-U.S. dollar anticipated royalties, and on the
value of non-functional currency assets and liabilities. L.

It is our policy to enter into Forcign currency transactions only to the extent necessary'to meet our
objectives as stated above, We do not enter into foreign currency transactions for investment or specula-
tive purposes. The principal currencies hedged are the Euro, the Japanese Yen, the British Pound, the
Swiss Franc-and the Canadian Dollar.

The contractual value of our hedging instruments was approximately $556,049 at December 31, 2006.

" The fair value of these hedging instruments is subject to change as a result of potential changes in
foreign exchange rates. We assess our market risk based on changes in foreign exchange rates utilizing
a sensitivity analysis. The sens1tlv1ty analy51<; measures the potential loss in fair values based on a hypo-
thetical 10% chang,c in currency rates, The potential loss in fair vahie for foreign exchang,e rate-sensitive
instruments, all of which were foreign currency forward contricts, based on a hypothetical 10% decrease
in the value of the U.S. dollar or, in the case of non-dollar-related instruments, the currency being pur-

_chased, was $14,102 at December 31, 2006. However, the chang;e in the fair value of foreign exchange
rate-sensitive instruments would likely be offset by a change in the fair value of the asset or liability -
being hedged. The estimated fair values of the foreign exchange risk management contracts were dctcr—
mined based on quoted market prices.

We also borrow funds and since the interest rate associated with those borrowings changes over ume,
we are subject to mrerest rate risk, We have not hedged all of this exposure. We assess our market risk
based on changes in interest rates utilizing a sensitivity analysis. The sensitivity analysis measures the
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increase in annual interest expense based on a hypothetical 1% increase-in interest rates. This would have
amounted to approximately $4,226-at December 31, 2006. '

Forward-Looking Statements and Risk Factors

" This Annual Report on Form 10-K, as well as information included in oral statements or other written

statements made or to be made by us, contain statements that, in our opinion, may constitute “forward- -

looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995. The
words such as behevc.’“expect, ‘anticipate,” “intend,” “plan "“foresee"“hkcly”“pmject, ‘estimate,”
“will,”*may,” “should,” “future,” “predicts,” “potential,” “continue” and similar expressions identify these
forward-looking statements; which appear in a number of places in this Annual Report and include,
but are not limited to, all statements relating to plans for future growth and other business development
activities as well as capital expenditures, financing sources, dividends and the effects of regulation and
_competition, foreign currency conversion and all other statements regarding our intent, plans, beliefs
or expectations or those of our directors or officers. Investors are cautioned that such forward-looking «
statements are not assurances for future performance or events and involve risks and uncertainties that
could cause actual results and developments to differ materially from those covered in such forward-
looking statements. These risks and uncertainties include, but are not limited to:

» 'risks associated with operating on a global basis, including fluctuations in the value of foreign
currencies relative to the U.S. dollar, and the ability to successfully hedge such risks—we derived
approximately 63% of our operating revenue in 2006 from non-U.S. operations;

* regulatory, legislative and enforcement initiatives to which we are or may becomie subject, relat-
ing particularly to tax and to medical privacy and the collection and dissemination of data and
specifically, non-patient identifiable information e.g., prescriber identifiable information, or to
the process of idenufying pauen[—qpemﬁc information, which we anticipate to be an increasingly
important tool in the design, development and marketing of pharmaceuticals; :

+ the imposition of additional restrictions on our use of or access to data, or the refusal by data sup
pliers to provide data to us; ’

* to the extent we seck growth through acquisitions, alliances or joint ventures, the ability to iden-
tify, consummate and integrate acquisitions, alliances and joint ventures on satisfactory terms;

« our ability to develop new or advanced technologies, including sophisticated information systems,
software and other technology used to deliver our products and services and to do so on a timely
and cost-effective basis, and the exposure to the risk of obsolescence or.incompatibility of these
technologies with those of our customers or suppliers;

_+_our ability to maintain and defend our intellectual property rights in jurisdictions around the

world;
* our ability to successfully maintain historic effective tax rates; '
. competmon particularly in the markets for pharmaceutlcal mformat:on

» regulatory, legislative and enforcement initiatives to which our customers in the ph1rmaceut|cal
industry are or may become subject restricting the prices that may be charged for subscription or
other pharmaceutical products or the manner in which such products may be marketed or sold;

deterioration in cconomic conditions, particularly in the pharmaceutical, healthcare, or other

industries in which our customers operate;

Y
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» consolidation in the pharmaceutical industry and the other industries in which our customers *

operate; -

* conditions in the securities markets that may affect the value or llquld]ty of portfolio investments;
and management’s estimates of lives of assets, recoverability of assets, fair market value, estimates
and liabilities and accrued incoime tax benefits and liabilities;

]

* to the extent unforeseen cash needs arise, the ability to obtain financing on favorable terms; and

. = terrorist activiry, the threat of such activity, and responses to and results of such activity and threats;
including but not limited to effects, domestically and/or internationally, on us, our personnel and
facilities, our customers and suppllerq financial markets and general economic conditions:

Consequently, all of thc forward- ]ookmg staternents we make in this docutnent are QUahﬁed by the
information contained herein, lncludmg, but not limited to, the information Comamed under this head-
ing- and our Consolidated Financial Statements and notes thereto and by the material set forth under .‘
the hcadmgs ‘Business” and “Risk Factors” in Part I, Items 1 and 1A respectively, of this Annual Report
on Form 10-K. We are under no obllgatlon to publicly release any revision to any forward- lookmg,
statement contained or l]l(,Ol’p()l‘.l[Ld herein to reflect any future events of occurrences,

Critical Accounting Policies

Note 2 to the Consolidated Fihancial Statements includes a summary of the significant accounting poli-
cies and methods used in the preparation of our Consolidated Financial Statements. Following is a brief
discussion of the more significant accounting policies and methods. used by us..

Management’s discussion and analysis of its financial condition and results of operations are based upon
its Consolidated Financial Statements, which have been prepared in accordance with accountlng prin-
ciples generally accepted in the Umted States of America.’

The perarauon of financial statements and related disclosures in accordance with generally acccpud
accounting principles in the United States of America requires management to make estimates and
assumptions that affect the rcported amounts of assets and habllltles, revenues and expenses and thc
related disclosure of contingent assets and liabilities. On an ongoing basis, we evaluate our estimates.

- The most significant estimates relate to allowances, valuation of work-in-process invéntories, invest-
ments, depreciation of fixed assets including salvage values, carrying value of goodwill and intangible
assets, provision for income taxes and tax assets and labilities, reserves for severance, pensions, employeé
benefits, stock-based compensation, contingencies and litigation, We base our estimates on historical
experience and on various other assumptions that are believed to be reasonable under the circumstances;
the results of which form the basis for making judgments about the carrying values of assets and liabili-
ties that are not readily apparent from other sources. The accounting estimates used-in the preparation of
our Consolidated Financial Statements will change as new events occur, as more experience is acquired,.
as additional information is obtained and as our operating environment changes. Actual results could

vary from the estimates and assumptions used in the preparation of the accompanying Consolidated

Financial Statements.

. - AT
B4

We believe the following crincal policies acht our more 51gn|ﬁcant_|udgments and estimates used in
the preparation of our Consolidated Financial Statements. L ) . .o
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REVENUE RECOGNITION. We recognize revenue primarily under the provisions of Staff Accounting i
Bulletin (“SAB™) 104,“Revenue Recognition,” when the following criteria have been met: 1) persua- o
sive evidence of an arrangement exists; 2) delivery has occurred or services have been rendered; 3) the !
sellér’s price to the buyer is fixed or determinable; and 4) collectibility is reasonably assured. ‘

We offer various information and analytics (*I&A”) products developed to meet our customers’ needs
by-using data secured from a worldwide network of suppliers. Our revenue arrangements may include
multiple elements as defined in EITF 00-21,“Revenue Arrangements with Multiple Deliverables.” A
typical I&A arrangement (primarily under fixed-price contracts) may include an ongoing subscription-
based.deliverable for which revenue is recognized ratably as earned over the contract period, and/or a
one-time delivery of historical data (“backdata”) for which revenue is recognized upon delivery, assum-
ing all other criteria are met. In accordance with EITF 00-21, these deliverables qualify as separate units
of accounting as cach has value on a standalone basis to the customer, objective and reliable evidence
of fair value for any undelivered item(s) exists, and where the arrangement includes a general right of
return relative to the dellvered item(s), dcllvery of the undelivered item(s) is probable and within our
control. We allocate revenue to each element within our arrangements based upon thelr rLspectwc rt,la-
tive fair values. Fair values for these elements are based upon the normal pricing pracnces for ongoing

recognize revenue when the product is delivered or over the pcrlod in which the service is performed,
in accordance with our revenue recognition policy for such element as noted above. If we cannot objec-
tively determine the fair value of any undelivered element, revenue 1s deferred until all elements are

remaining undelivered elements. : ‘ .

We also offer evidenced-based solutions that allow our clients to make informed business decisions.
These consulting and services (“C&S”) offerings provide assistance with the atlal;,/sis of our I1&A prod-
ucts. Qur C&S offerings are not typically bundled with our 1&A offerings noted above. Revenues for
certain of these arrngements are recognized on a straight-line basis over the term of the arrangement.
Revenues for time and material contracts are recognized as the services are provided. Revenues for fixed

price contracts are recognized either over the contract term based on ‘the ratio of the number of hours
incurred for services provided during the period compared to the total estimated hours to be incurred '
over the entire arrangement (cfforts based), or upon delivery.”

We enter into barter transactions in the normal course in which we Lxchang,e data for data, or data for -

other services such as advertising, software licenses and panel recruitment. We recognize revenue from

barter transactions as our products are delivered or services are performed. The related barter expensc is
recognized as the products or services are utilized by us, the majority of which is in the same account- -
ing period as the related barter revenue. Barter transactions are valued based on either the fair value

of the products or services received by us or the fair value of the information or services delivered to
customers, whichever is more clearly evident. Our barter revenues have accounted for approximately 4%

to 5% of total consolidated revenues in each of the three years ended December 31, 2006. We expect

that barter revenues will continue to account for approximately 4% to 5% of total consolidated revenues. -

We present our revenues net of taxes assessed by government authorities. ' S .

Payment terms vary by customer, but arc typically stipulated in the contract and are generally net 30
days from date of invoice. We generally do not offer extended payment terms. Advance payments from
customers are credited to Deferred revenues and reflected in Operating Revenue as earned over the
contract term, Included in Accounts receivable, net in the Consolidated Statements of Financial Position
are unbilled receivables, which represent revenues for products delivered or services performed that have
not yet been invoiced to the customer. Substantially all of our unbilled receivables are invoiced within
the following month.
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For further discussion of our products and services please refer to the “Our Products and Services”
disclosure contained in Part I, Item 1.-Business section of our Annual Report on Form 10-K.

OPERATING COSTS. Operating costs include data processing costs, the costs of data collection and produc;
" tion, and costs attributable to personnel involved in production, data management and the processing
and delivery of our consulting and services offerings. We present both information and Analytics
(“1&A”) revenue and Consulting and Services (“C&S’ ) revenue separately in our Consclidated
Statements of Income, but do not present operating costs directly associated with the two revenue
streams due to the fact that our consulting offerings are part of a continuum of capabilities and are
directly linked to our I&A products. Although we do capture certain direct costs associated with our,
C&S revenues, such as the costs of our consulting staff, accommodatlom and costs of primary market
research data purchased specifically for certain individual C&S englgc_mc_nts many other significant
direct costs incurred by us are not allocated-and are not separable between our two revenue streams.

One of our major expendltures is the cost for the data we receive from supphers After recerpt of the
raw data and prior to the data bemg available for use in any part of our business, we are required to .
transform the raw data into useful information through a series of comprehenswe processes. These pro-
cesses involve significant employee costs and data processing costs. Our data is used in multiple customer
solutions across different offerings within both [&A and C&S, but we do not have a meaningful way to
allocate the direct cost of the data between 1&A and C&S revenues. As such, any allocation of operating
costs made by us would not be an accurate reflection of the actual operatmg costs relating to the two
reventte streams and could be mlsleadmg

Costs associated with our data purchases are deferred within Work-in- -process mventory and recogmzed as
expense as the correspondmg data product revenue is recogmzed by us, generally over a thirty to sixty day
period. Costs associated with our time and material and fixed-price contracts are recognized as incurred.

PENSIONS AND OTHER POSTRETIREMENT BENEFITS. We provide a number of retirement benefits to our -
employees, including defined benefit pension plans and post rétirement medical plans. We account for -
these plans in accordance with SFAS No. 87,“Emplojrers’AEcounting for Pensions,” SFAS No. 88, .
“Employers’ Accounting for Settlements and Curtailments 'of Defined Benefit Pension Plans-and for “+
Termination Benefits™ and SFAS No: 106, “Employers’ Accounting for Postretirement Benefits-Other
Than Pensions,” respectively, and accordingly, the determination of benefit obligations and expense is' ™
based on actuarial models. In order to measure benefit costs and obligations using these models, criti-
cal assumptions are “made with regatd to the discount rate, expected return on plan assets; cash balance
Cl‘t.dltlng, rate, lump sum conversion rate and the assumed rate of compensation increases. In addidon, |
" retiree medical care cost trend rates are a key assumptlon used exclustvely in determining costs under
SFAS No. 106. Management reviews these critical assumptions at least annually. Other assumptions
involve demographic factors such as the turnover, retirement and morn]rty rates. Management reviews
these assumptions periodically and updfltes them when our experience deetn's it appropriate to-do so.

The discount rate is the rate at which the benefit obligations could be effectively settled. For U.S. plans;
the discount rate is determined by matching the plans’ e\rpected cash flow (determined on a projected
benefit obligation basis) with spot rates developed from a yield curve comprised of high-grade (Moody’s
Aa and above) non-callable corporate bonds to develop the present value of the expected cash flow, and
then determrnmb the single rate (dlscount rate} which when applied to the expected cash flow derlves )
that same present value. In the UK specifically, the discount rate is based on the current yield ofthe ‘
iBoxx Corporate GBP Aa over 15 year bond index, which is an index of high quality corporate bonds
For the other non-U.S. plans, the discount rate is based on the current yield of an index of high quality
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corporate bonds. At December 31, 2006, we increased the discount rate from 5.75% at December 31,
2005 to 6.00% for our ULS. pension plans and postretirement benefit plan and increased the discount
rate for our UK pension plan from '4.75% to 5.00%.The U.S. and UK plans represent 95% of the
consolidated benefit obligation as of December 31, 2006. Increases in the discount rate also occurred

in other non-U.S. countries, where the range of applicable discount rates at December 31, 2006 is
2.0%—8.0% versus a range of 1.4%—9.0% at December 31, 2005. These smaller non-U.S. plans constitute
only 5% of the consolidated benefit obligation at December 31,2006, As a sensitivity inedsure, the 23
basis point increase in the discount rate for our U.S. Plan is not expected to have a material effect on

the CO[}Solld'lted Statements of Income. For our UK Plan, a 25 basis point increase in the discount rate,

absent any ofﬁettmg changes 1n other assumptions, would result in a decrease in pension expense of
approwmtdy $1,133 within the Consolidated Statcmcnm of Income.

Under the U.S, Pension Plan, participants have a notlonal retirement account that increases with pay
and investment credits. The rate used to determine the investment credit (cash balance crediting rate)
varies monthly and is equal to 1/12th of the yield on 30-year U.S. Government Treasury Bonds, with
a minimum of (.25%. At retirement, the account is converted to a monthly retirement benefit using a
conversion rate (lump sum convemon rate) based on the yield on 30- ycar Us.G overnment Treasury
Bonds at rctlrcmcnt

In selecting an expected return on plan asset assumption, we consider the returns being carned by the plan

assets in the fund, the rates of return expected to be available for reinvesunent and long-term economic
forecasts for the type of investments held by the plan. At January 1, 2007 the éxpected return on plan assets
for the U.S. pension plans is 8.50%, which is unchanged versus January 1, 2006. Outside the U.S. the range
of applicable f:\pt:cted rates of return is 1.0%—8.0% as of January 1, 2007 versus a range of 0.42%-10.0% as
of January 1,2006. The actual return on plan assets will vary from year to year versus this assumption. We
believe 1t is approprmte to use long-term expected forecasts in selecting the expected return on plan assets
As such, there can be no assurance that our actual return on plan assets will approximate the long-term -
expected forecasts. The expected return on assets {“ERQOA”) and the actual return on assets were $25,645

and $37,745, respectively, for the year ended December 31, 2006. As a sensitivity measure, a 25 basis point .

change in the EROA assumption for our ULS. Plan, absent any.offsetting changes in other assumptions,

would result in approximately $504 of an increase or decrease in pension expense within the Consolidated

Statements of Income. For our UK Plan, a 25 basis point change in the EROA assumption, absent any
offsetting changes in other assumptions, would result in approximately $199 of an increase or decrease in
pension expense within-the Consolidated Statements of [ncome. -

We utilize a corridor approach to amortizing unrecognized gains and losses in‘the pension and post-
retirement plans. Amortization occurs when the accumulated unrecognized net gain or loss balance
exceeds the critérion of 10% of the larger of the beginning balances of the projected benefit obliga-
tion or the market-related value of the plan assets. The excess unrecognized gain or loss balance is then |
amortized using the straight-line method over the average remaining service-life of active employees
expected to receive benefits. At December 31, 2006, the weighted-average remaining service-life of
active employees was 11.43 years.

During fiscal 2006, we contributed approximately $17,964 to our pension and postretirement benefit
plans which included voluntary contributions above the minimum requirements for the pension plans.

- We currcnt!y expect to contribute, at a minimum, $7,875 to our pensnon and postretirement benefit

plans durmg, fiscal 2007.We may make additional contributions into our pension plans in fiscal 2007
depending on, among other factors, how the funded status of those plans changes and in order to meet’
mininiuni funding requirernents as set forth in employeé benefit and tax laws, plus additional anjounts
we may deem to be appropriate. '
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At December 31,2006, the fair value of assets in our pension plans exceeded the projected benefit
obligation by $35,359. Additional information on pension and other postretirement benefit plansis = .
contained in Note 11. o - )

We adopted SFAS No. 158, " Employers’ Accounting for Defined Benefit l’en510n and Other
Postretirement Plans—an amendment of FASB Statentents No..87, 88, 106 and 137(1{) Y (“SFAS ]58”)
“as of December 31,2006 (set Note 11 of the Consolidated Financial Smtcmcnts) Under SFAS 158,
gains and losses, prior service costs and credits, and any remaining transition amounts under SFAS 87
and SFAS 106 that have not yet been recognized through net periodic benefit cost will be recognized
Jin accumulated other comprehensive income (“AOCI”), a component of shareholders’ equity, net of tax
effects. The measurement date, the date at which the benefit obligation and plan assets are measured, is
required to.be the companyss fiscal year end. SFAS 158 is effective for publicly-held companies for fiscal
years ending after December 15, 2006, except for the measurement date provisions, which are effectwe
for fiscal years ending after Dcccmber 15, 2008.

The adoption of SFAS .158‘reduced our Shareholders’ Equity {within AOCI) by approxit_ﬁatély $57,053
on an after tax basis, with a corresponding increase of approximately $17,598 in the deferred tax asset
(within Other assets). SFAS 158 also had the effect of reducing Other assets, incréasing Postretirement
and postemployment benefits and Accrued and other current liabilities by approximately $74,651 in
total. SFAS 158 does not affect the results of operations. '

Additional information on pension and other postretirement benefit plans is contained in Note 11 of
the Consolidated Financial Statements. - . . .

COMPUTER SOFTWARE. Dircct costs incurred in the development of our external-use computer software
are capmhzed in accordance with SFAS No. 86,“Accounting for the Costs of Computer Software to be
Sold, Leased, or Otherwise Marketed” Research and development costs incurred to establish techno]og—
ical feasibility of a computer software product are expensed in the periods in which they are incurred.
Capitalization ceases and amortization starts when the product is available for general release to custom-
ers. External-use computer softwire costs are amortized on a product by product basis generally over
three to seven years. Annual amortization is the greater of the amount computed using (a) the ratio of
current gross revenues for a product to-the total of current and anticipated future gross revenues for that
product, or_{b) the straight-line method over the remaining estimated economic life of the product. We
periodically review the unamortized capitalized costs of our computer software based on a comparison
of the carrying value of the software with its estimated net realizable value. We recognize immediately
any impairment losses on external-use software as a result of our review, or upon our decision to dis-
continue a product. See Note 5 of Notes to Consolidated Financial Statements.

We capitalize internal-use software costs in accordance with Statement of Position (*SOP”) 98-1,
“Accounting for the Costs of Computer Software Developed or Obtained for Internal Use.” Capitalized
. internal-use software costs are amortized on a straight-line basis generally over theee to five years,

GOODWILL AND OTHER INTANGIBLES. Goodwill represents the excess purchase price over the fair value
of identifiable net assets of businesses acquired. Effective January 1,2002, we adopted SFAS No. 142,

© “Goodwill'and Other Intangible Assets” In accordance with the provisions of SFAS No. 142 goodwill
is no longer amortized. We review the recoverability of goodwill annually (or based on any triggering
event) by comparing the estiimated fair values of reporting units (based on discounted cash flow analysis)
with their respective net book values. If the fair value of a reporting unit exceeds its carrying amount,
the goodwill of the reporting unit is not considered impaired. If the carrying amount of the reporting
unit exceeds its fair value, the goodwill impairment loss is measuréd as the excess of the carrying value
of goodwill over its implied fair value. We completed our annual impairment test as of September 30,
2006 and were not required to recognize a goodwill impairment charge. See Note 5 of Notes to
Consolidated Financial Statements.
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OTHER LONG-LIVED ASSETS. In accordance with the provisions of SFAS No. 144, Accounting for the

‘Impairment or Disposal of Long-Lived Assets,” we review the recoverability of our long-lived assets and

finite-tived identifiable intangibles held and used whenever events or changes in circumstances indi-
cate that the carrying amount of an asset may not be recoverable. In general, the assessment of possible
impairment is based on our ability to recover the carrying value of the asset from the undiscounted
expected future cash Aows of the asset. If the future cash flows are less than the carrying value of such
asset, an impairment charge is recognized for the difference betwr.en the estimated fair value and the

-

carrying value.

INCOME TAXES. We operate in more than 100 countries around the world and our earnings are taxed

at the applicable income tax rate in each of those countries. We provide for income taxes utilizing the
asset and liability method of accounting for income taxes. Under this method, deferred income taxes

are recorded to reflect the tax consequences in future years of differences between the tax basis of assets
and liabilities and their financial reporting amounts at each balance sheet date, based on enacted tax laws
and statutory tax rates applicable to the periods in which the differencés are expected to affect tax-
able income. If it is determined that it is more likely than not that future tax benefits associated with a
deferred tax asset will not be realized, a valuation allowance is provided. In the event we were to deter-
mine that we would be able to realize our deferred tax assets in the future in excess of our net recorded
amount, an adjustment to the deferred tax asset would increase income in the period such determina-
tion was made. Likewise, should we determine that we would not be able to realize all or part of our net
deferred tax asset in the future, an adjustment to the deferred tax asset would be charged to income in
the period such determination was made. The effect on deferred tax assets and liabilities of a change in
the tx rates is recognized in income in the perlod that includes the enactment date. While we intend
to continue to seek global tax planning initiatives, there can be no assurance that we will be able to suc-
cessfully identify and implement such initiatives to reduce or maintain our overall tax rate. See Note 13,
to the Consolidated Financial Statements. o ' :

FOREIGN CURRENCY TRANSLATION. We have significant investments in non-U.S. countries. Therefore,
changes in the value of foreign currencies affect our Consolidated Financial Statements when translated
into U.S. dollars. For all operations.outside the United States of America where we have designated

the local currency as the functional currency, assets and liabilities are translated using end-of-period
exchange rates; revenues, expenses and cash flows are translated using average rates of exchange.

For these countries, currency translation adjustments are accumulated in a separate component of
Shareholders’ Equity, whereas transaction gains and losses are recognized in Other income (expense),
net. For operations in countries that are considered to be highly -inflationary or where the U.S. dollar is
designated as the functional currency, monetary assets and liabilities are remeasured using end-of-period
exchange rates, whereas non-monetary accounts are remeasured using historical exchange rates, and all
remeasurement and transaction adjustlllénts are recognized in Other income (expense), net.

SECURITIES AND OTHER INVESTMENTS. We hold investments in marketable equity securities and partner-
ship interests in venture capital partnerships. The equity securities are classified as available-for-sale and are
therefore recorded at fair value in the financial statements. Unrealized gains and losses related to the avail-
able-for-sale securities are recorded within Other Comprehcnswc Income, a component of Shareholders’
‘Equity. Realized gains and losses are recorded in'earnings in the period in which the securities are sold.
The partnership interests are recorded i in the financial statements at cost. On a quarterly basis we make
estimates of the market value of these investments and reduce the carrymg value of the investments if
there is an other-than-temporary decline in the fair value below cost. We evaluate the recoverability of the
undetlying securities in each partnershlp on an individual basis. No investments, hqd an estimated fair value
less than the carrying value ofthe investment as of December 31, 2006 and 2005.

LEGAL COSTS. Legal costs in connection with loss contingencies are expensed as incurred.

62 * IMS 2006 ANKUAL REPORT

Rt T i R KNI P

o~

P

T e

s A ran

[ PR

R e i e 1R L G e b e BT,

e




ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS {CONTINUED)
Dollars and shares in thousands, except per share data.

Recently Issued Accounting Standards o L

In February 2006, t"he Financial Accounting Standards Board (“FASBY) issued SFAS No. 155; =~
-“Accounting for Certain Hybrid Financial Instruments—an ‘imendment of FASB Statements No.

133 and 140.” This statement clarifies the dpplication of SFAS No. 133 ,“Accounting for Derivative -
Instruments and Hedging Activities,” to beneficial interests in securmzed financial assets and*improves .
‘thé consistency of accounting for similar financial instruments. This statement’ ‘alsoamends SFAS No.
140,“Accounting for Transfers and Servicing of Financial Assets and Extmgmshments of Liabilities—a
" replacement of FASB Statement-No. 125, to eliminate the prohibition on a quahf'ymg special-purpos¢
entity from holding a derivativé financial. mstrument that pertains to a beneficial interest other than
another derivative financial instrument This statement 1% effective for all financial instruments’ acqmred
or issued after the beginning of an entity’s first fiscal year that begms after September 15, 2006.The
"adoption of SFAS No. 155 is not expected to have a matenal- lmpact on our ﬁnancml posmon results of

operations or cash ﬂows for the year ended December 31, 2007

In March 2006, the FASB 1ssued SFAS No. 156, “Accountmg for Servmmg of Fmancml Assets—an
amendment of FASB Statement No."140. This statement amends SFAS 140 and clarifies the account-
o ing for, measurement of, and disclosure of servicing assets and servlcmg-]lablhtles.Thls statement should
be adopted as of the beginning of an-entity’s first fiscal year that begins. after September 15, 2006, but
-earlier adoption is permitted. The adoptlon of SFAS No: 156 1s not expected to-have a material impact
“on our financial posmon results of operatlons of cash ﬂows for the year.ended December 31, 2007.

In _]une 2006, the FASB issued FASB Interpretatlon No. 48, “Accountmg for Uncertamty n lncome
Taxes—an interpretation of FASB Statément No. 109” {“FIN 487). This’ interpretation prescrlbes arec- -
ogmtlon threshold and measurement attribute for'the ﬁnanc;al statement recogmtlon and medsurement
of a tax position taken or expected to be taken in a tax retarn. It also pr0v1des guldmcc on ‘derécogni-

- tion, classification, interest and penalties, accounting in interim perlodﬁ disclosure, and’ trans:tlon "This
interpretation is efféctive for fiscal years beginning after December 15, 2006, but earher adoption is
permitted. We will be required to apply the provisions of FIN 48 to all tax p051t10ns uporn- mltlal adop- -
tion with any cumulative effect adjustinént to be recognized as an ad_]ustment to retamed earnings. We'

. are currently evaluating the impact of FIN 48 on our consolidated ﬁnancml statements but are not yet

P
“Ina posmon o make this determmatlon . L oo - .

»

In September 2006 the FASB issued SFAS No. 157 “Faeralue Measurements 7 This statement defines
fair value, establishes a framcwork for measurmg fair value under genera]ly accepted accountm& prin-
ciples, and expands disclosures about fair value nieasurements. This statement is effective for financial
statements wssued for fiscal-years begmmng after November 15, 2007, and interim perlod‘: within those
fiscal years. We are currently evaluating this statemeént to determine any potentla] impact that it may
have on our ﬁnancml results.
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- TTEM 7. MANAGEMENT'S DIscussmN AND ANALYSTS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS (CONTINUED) N _?
Dollars and shares in thousands excepr per share data. - " . N T e . ST I
o C . S - 7 C ’ (] - - N ‘:E
- " , . o ’ - J-‘“._ :‘ ) 3
- IMS 'Health Common Stock Information R X Lo SRR
S - N i . . A-- . —.%
Sy lMSs Common Stock is hsted won the NewYork Stock Exchange (symbol YRX™M). The number of ' Y .
" " .+. shareholders of record on December 31,2006 and 2005, were approximately 4,475 and 4,809, respec- - S
_o - tively. Total shares outstandmg on December 31 ‘-2006 and-2005, were approximately 200,683 and . 7 - o 0 ¢
- 227, 970, respectlve]y Approxrmately 99, 0% ofiMSs shares.dre held by institutions. The following table: .- ° n :
. - shows the high* and low sa]es prrces for our Common Stock durmg the four quarters. of 2006 and 2005: STy
o _.;'.'_, L | ST e "+ "+ Pfice Per Share (5) 2006 ‘Pice Per Share 2005 i T
T ; Lot K b . B} LA L : . ""’ -«-High_ Vx ] f L_ow ."‘. ] ngh :, — Lo 3 - :::..- K . ."._" .
e o P . \ . . RN B El
. oy - v . Dol - L
T Flrst Quarter ‘ ‘ e D ] e :26 00 23 94 & L2500 2201 oL T
' - Second Quareer. ...y L e SN 28, 00 .“- 25:68° |+ 25005 - 2271 .. 1
i - Third Quarter. . .0 B T T ,&,27;7_7.. .58 28607 < 2445 o 0L s,
R, meh Quarter . o Ls L ee.oLeflrooo.4v73043:0 72634 (- 2585 . 2273 . AL L
‘ Sy el g o703 Tr2304 T | 28600 2201 wnlot Lot
o . . T B ‘ L ;‘?“ - « . . . . : . £ _"“‘_. '__-.:
200 Dividends, . ot L SRR VTP
e T . The payments and’ level of Ca‘ih d1v1dend5 by IMS are. subject to ‘the discretion of the Board ofDlrectors . }, : ,:' o
. .of IMS, For the years ended December 31; 2006 and 2005 IMS déclared quarterly dlvldends of $0.03 _
.+ . -per share and $0.02, per share respectlvely or $0. 12. and $O 08 per share, respectwely on an annual basrs S
T .In February 2006 the Board of Dlrectors ofIMS authorlzed a $0:01 pet share i increase to the quarterly SRR
| -t dividend! Any future d1v1dend5 other than the 150 03 per share dwrdend for the ﬁrst -quarter, of 2007, . e
R which was declared by the Board of Dlrectors of lMS in February 2()07 will be based. on, and affectéd, el s
L by, a: number of factors meludmg the operatmg results and ﬁnancral requrrements of IMS BT TR
o ‘ Item 7A Quantltatlve and Qualltatlve Dlsclosures about Market Rlsk '
_ heoa T Quantltatlve and qua 1tat1ve dlsclosures about market I'lSk are 5et forth under “Market Rlbk” in the . o
N “Managements Drscussaon and Analysis of Fmancral Condrtron and Results of Operatrons in Part I,
Tey 2T . Item 7 of thrs Anm;al Report on ‘Form- 10—K and.in “Note-10. Financial Instruments”’of Notes to
e : Consolldated Fmanaal Statements in Part II, Item 8 of thls Annual Report on "Form“10- K' =
,.“ ,r. 5 e : 4 A ":_1
e ; . g ,
| .' - .. ,. - . : P
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Item 8. Financial Statements and Supplementary Data

Index to Consolidated Financial Statements and Financial Statement Schedule
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Statement of Management’s Responsibility for Financial Statements . - - L
Cy- - v LR i

-To the Shareholders of IMS Health Incorporated: 3
Management is responsible for the preparation of the consolidated financial statements and related L .3
information that are presented in this report. The consolidated financial statements, which include yoo
amounts based on management’s estimates and judgments, have been prepared in conformity with - i
accounting principles generally accepted in the United States of America, Other financial information ~ 4
K]

in the report to shareholders is consistent with that in the corisolidated financial statements.
. S . . . . - S : . . i e ' - :
The Company maintains accounting and internal control systems to provide reasonable assurance at 3
1

“reasonable cost that assets are safeguarded against loss from. unauthorized use or disposition, and that - .;'
" the financial records are reliable for preparing financial statements and maintaining accountablllty for - . i
assets. These systems are augmented by written policies, ani organizational structure providing division of !
responsibilities, careful selectlon and training of quahﬁed personnel and a program of internal audits. §
The Company.engaged PrlcewatcrhouseCooers LLP, independent auditors, to audit :md render k
an.opinion on the consolidated financial statements in accordance with the standards of the Public- y
Company Accounting Oversight Board (United States). These standards include con51dcrat10n of the ?
internal control structure and tests of transactions to the extent considered necessary by them to support 3
&

their oplmon . - :
. _ . £

- 3

The Board of Dlrectorq through its Audit Commtttc,e consisting solely of md;pendcnt directors of
the Company, meets perlodlcally with managenu,nt internal anditors and our indeperident auditors to 7
ensure that each is meeting its responsibilities and to discuss matters concerning internal controls and -
financial reporting. [’rlccwaterhou«‘.eCoopers Lip and the internal auditors each have full and free acéess '
to the Audit Commlttu: ) . ; o : -
. . . sl v £

Dawd R.. Carlucci ' : . o d
. — H

Chairman, Chief Executive Officer and Presxdent : . ;
Leslye G. Katz ‘ . e ]
SeniorVice President 'md Chief Financial Ofﬁcer : . ) : g
; i

- {

: ;

. §
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Management’s Report on Internal Control Over Financial Reporting s

 Management is responsiBle for establishing and maintaining adequate intérnal control over financial - °
reporting for the Company: In order to evaluate the effectiveness of mternal control over financial NS

 reporting, as required by Section 404 of the Sarbanes O)\ley Act, managcmcnt has conducted an asscss—
ment using the criteria in Imemal Conrro[—[nr(’grated Framework issued by thc Comimittee of Sponsormg
Organizations of the Trcadww Commission (“COSO™). The Companys internal control over finan-
cial reporting is a process designed to provide reasonable assurance regardlng the reliability of financial

o reporting and the preparation of financial qtatements for-external purposes in accord;mce with account-

ing principles generally accepted in the United States of America. Because of its irthérent limitations,
internal control over financial reporting may not prevent or detect misstatémerits. Also, projections K

~ of any evaluation of effectiveness to futire periods are sub_lect to the risk that controls may become
inadequate bccause ‘of changes in condltlons or that the dcgrcc of compllance with the policies or pro—

* e

cedures may deteriorate. - - . SR . e

Based on its assessment, managcmcnt has concluded that the Company m’nntamed effective intermal
control over ﬁnanaal reportmg as of Dccember 31 2006, based on criteria in Imema! Control—

: Imegrated Framework issued by the COSO Managcments assessment of the effectiveness ofthe
Company’s internal control over financial reportmg as of December 31,2006, has been audited by
l’rlcewaterhouseCoopcrs LLP the Companys mdependent registered public accountmg, ﬁrm as stated
in their report mcluded herein. . :

a z

' - David R.. Carlucci ' : _ -
' Chairmian, Chief Executive Officer and Presidenty.* ‘ .

Leslye G. Katz - o ' ' | o
SeniorVice President and Chief Financial Officer C

.y
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Report of lndependent Registered Public Accounting Firm

“ To the Board of Dlrectors and Shareholders of lMS Health Incorporated L

We have completed mtegrated audits ‘of IMS I—Iealth Incorporated’s consohdated financial statements *

and of its infernal control over financial reporting as of December 31, 2006, in accordance with the
standards of the’ Public Company Accounting Oversight Board (Umted States) Our opinions, based

T

on our audlts are presented below.

_ CONSOLIDATED FINANCIAL STATEMENTS AND FINANCIAL STATEMENT SCHEDULE

In our opinion, the consolidated financial statements listed in the accompanying in,dex' present fairly,
in all material réspects, the financial position of IMS Health Incorporated and its subsidiaries at
Deceniber 31, 2006 and 2005, and the results of their operations and their cash flows for each of the
three.years in the. period ended December 31, 2006 in conformity with accounting principles gen-
erally accepted in the United States of Amefica. In addmon in our opinion, the financial statement

- schedule listed in the accornpanymg mdex presents falrly, in all material respects, the information’

set forth therein When read 1in conjuncuon with the’ related consolidated financial stacements. These
financial- statements and financial statement schedule are the responsrbrhty of the Companys manage-
ment. Qur respon51b1hty is to expréss an opinion on these financial statements and ﬁnancml statement
schedule based ort our dudits, We conducted our audits of these statements in accordance with’ the

- standards of the Public Company Accounting Ovcrsrght Board {United States). Those standards
require that wé *plani and perform the audit to obrtain reasonable assurance about whether the financial
statements are free of material misstaternent. An audlt of financial statements 1ncludes examining, on
. a test basis, eviderice supporting the amounts and disclosures in the financial statements assessing the .
accounting principles used and significant estirhates made by management, and evaluating the overall

financial statement presentation, We believe that our audits provide a reasonable basis for our opinion.

. As discussed in Note 2 to the consolidated financial statements, the Company adopted Statement of

. Financial Accounting"St;mdards No. 123R., Share-Based Payment (revised 2004), as of]anuary 1, 2006

" - and adopted the provisions of the Statement of Financial Accounting Standards No. 158, Employers’

- Accounting for Defined Benefit Pension and Other Postretirement Plans—an amutdmem of FASB Statements
No. 87, 88, 106, and 132(R), as_ofDecember 31, 2006. )

INTERNAL CONTROL OVER FINANCIAL REPORTING

Also in our opinion, management’s assessment, included in Managements Report on Internal Control
Over Financial Reporting appearing under Ttem- 8, that the Company maintained effective inter-

nal control over financial reporting as of. December 31,2006 based on criteria established in’ Iriternal
Control—lnteqrared Framework issued by the Committee of Sponsoring Organlzanons of the Treadway
Commission (“CQOSO), is fairly stated, in all miaterial respects, based on those criteria. Furthermore,
inour opinion, the Company maintained, in all material respects, effective internal control over
ﬁnancral reporting as of December 31, 2006, based on-criteria estabhshed in' Internal Control—Integrated
Framework issued by the COSO.The Company’s management is responsible for maintaining effective
internal control over financial reporting and for its assessment of the effectweness of internal control

. over financial reporting. Our responsibility is to. express opinions on management’s assessment and on
the efféctiveness of the Company’s internal control over financial reporting based on our audit. We
conducted our audit of internal control over financial reporting in accordance with the standards of

the Public Company Accounting Oversight Board (United States). Those standards require that we
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plan and perform the audit to obtain reasonable assurance - about whether eﬁ'ectwe internal control
over ﬁnancnal reportmb was naintained in all material respects. An audit of internal conerol over
financial. reportmg includes obt:unmi, an understandmg of internal control over financial reporting,
evaluating managements assessment, testing and evaluating the design and operating effectiveness of
internal control, and performing such other.procedures as we consider necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opmlons

A companys internal control over financial reporting is a process dcsngncd to provide reaﬁonable
. assurance regarding the rehablhty of financial reporting and the preparation of financial statements
: for external purposes in acéordance with generally acccpted accounting principles-A _company’s -
mternal control over financial rcportmg includes those policies and procedures.that (1) pertain to- the.
maintenance of- records that; in reasonable detail, accurately and fairly reflect the transactions and dis- s
“positions of the assets of the company; (ii) provide reasonable assurance that transactions are recorded
as necessary to permit preparation of ﬁn_apcml statements in accordance with generally accepted
_accounting principles, and that receipts and expenditures.of the company are being made only in
accordance w1th authorizations of management and directors of the \ company; and (i) provide . -
reasonable assurahce rLgardlm:, prevention or tlmcly detection of unaathorized acquisition, use, or
dlsposmon of the" company’s assets that could have a material effect on the ﬁnancml statcments

e

Because of its mhcrnnt lmmauom internal concrol over financial reporting may not prevcnt or detect
misstatements. Also, projections of any evaluation of ef’fecnvcnesc to_future pcrlods are sub_le(_t to the
risk that control‘; nny become inadequate because of changes i in conditions, or that the degree of -+~
comphancc with the poll(:les or procedures may detcnonte

Pricéwaterhousc:Coopers LLP ‘ ' Lt "
New York, New York " oo
February 26,2007 : : N , LT
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IMS Health Incorporated Consolidated Statements of Financial Position

(Dollars and shares in thousands, except per share data)

Assets: T .
Current Assets: ]
Cash and cash équivalents ................................ e

. Accounts receivable, net’of allowances of - .
$7.860 and $7,62% in 2006 and 2005, respectively. .. Do oL

Other c'urrent-‘nssers (Note 18) ... e
Total Current Assets. . ... ... .. ...............: S R

Securities and other invesements ... .. ... .. e
Property, plant and equipment, net of accumulated depreciation of  * ¢ .

$181,543 and $180,576 in 2006 and 2005, respectively . ... ... ..o oL

Computer software .. ..., .. e e e e s
Goodwill. . 0. o v S S P
Otherassets . & .. 7o e e
‘Total Assets. . ..... T D R .
Llablhtles Mmorlty Interests and Sharcholders Equlry

Current Lmbl]ltles .

_Accountspay‘lbk....': ..... e [ R
N Accrued and other current liabilities . . ... ... ... .. e

Accrued INCOME TAXES . .\ ..t i e e -
‘Short—term "deferred tax lability . . .. . e

Deferred revenues . N

b

Total Current Llabllltlcs .............................................

l’ostrctlrcmcnt and posrunploymuu benefits . .. .. ... ’
Long-termdebt (Note 103 . ... ... o oo .

Other liabilities (Note 18) e e e

Total Liabilities. ............ ... ... .. .. ........ e [

Commitments and Contmgencnes {Notes 14 and 16)
Minority Interests (Note Ty e A
Shareholders’ Equity:” ’ '

~ Common Stock, par value £.01, authorized 800,000 shnrr.s

issued 335,043 shares in 2006 and 2005, respectively. .. ... ..o oo :

-Capital in excess of par. .. ... e e
Retained earmings ... ... ...

" Treasury stock, at cost, 134,367 shares and 107.075 shares
in 2006 and 2005, respectively. . ... ... ... ... PP e

Cumulative translation adjustment . ... ... ... .. A P

Minimum pension liability adjusement, net of taxes of $14,484in2005. . .. .. ....... ;

Postretirement and postemployment adjustment (SFAS No. 158) .................
Unrealized gain (loss} on changes in fair value of cash flow hedges, netof tax .. ... ...
Unrealized gain on investments, net of tax. . . . .. e
Total Shareholdets’ EQUILY. . . . ..\ o oot
Total Liabilities, Minority Interests and Shareholders’ Equity. . ... .. ... ... ..

The accompanying notes are an integral part of the Consolidated Financial Statemenis,
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As ofl)ccemBér 3,

P o e ity P ST R i 'Aghmw

1 2006 I ‘_2005
$ 157,346 § 362943
F 367,413 297,302
| 168,534 160,765
| 693,293 821,010
1 6,401 6,037
, »
148,190 148,586
255,285 | . 241,298
531,610 457,006
271,815| 299,083

| $1,906,594 | 51 973,020

Sy -

s 82, 013 | § 71,737
: 256 672 231475
74,485 114,325
7,238 .. 8.627
122,466 122,884
542,874 549,048

. 85,846 110,782
975,406 611,431
168,149 186,839

[ $1,772,275] $1.458,100

$ 100,410{ $ 99,865
3,350 3.350
497,955 468,299
2,612,939 2,321,765
(3,044,996) (2,315.404)
28,786 | (31,521)

— {31,408)
(64,264) —

6} (59)

133 33

s 33,909] § 415055

| $1,906,594 | $1,973,020




IMS Health Incorporated Consolidated Statements of Income

Years Ended December 31,

(Dollars and shares in thousands, except per share data) I 2006 L2008 004
Information and analytics revenue. . . . . e §1,599,063 | $1,478,138 .$1,385,100
Consulting and services revenue . . . . T 359,525 276,653 . 183,945 °
Operating Revenue ... ... ... ... ... . ... ... ... ... } $1,958,588 I $1.754,791  $1,569,045
Operating costs . ... ... ... . P . 849,659 759,089 " 668,144
External-use software amorozation . . . .. . ... ... oo .. 43,297 39,142 36,199
Selling and administrative exXpenses. . ... ... ..., 541,645 | 452,331 334.0] 6
Depreciation and other amortization. . . . ... . ... .. e 73,785 65481 57,335
Severance, impuirmeiu and othercharges . ... ... ... o L ’ — -— - 36,890
Me}gcr costs (Note 17) ... ... ... ... .. e e 6,016 17,928 - —

- Operating Income R o e, 444,186! 420,820 386,461
fntereg MCOMTE . . ottt et e e e e e ' 5,453 [ 9,988 7.848
[nrerest expense. . .. ... - (40,425)  (22,703) (19,528) -
Gains from InVeStments, et . .. ... ... ... ... " 2,250 4713 11,892

Gain frq‘m sale of TriZetto (Note 8} ... . ... ... ... ... ... ...... L - = 38,80‘3
Loss on issuance of investees’ stock ... ... ... .. e ‘ - ‘_ - (184}
Other income (expense).net .. .............. T o 37,281 41435 (10,853)

3 Non-Operating Income, net” ... ......................... ’ - . 4,559 33433 . 27978.

[ncome before iJrOViS'iOI] forincometaxes. ... . ........ ... ... . b 448,745 434,253 414,439
Provision for income taxes (Note 13) ... ... ... .. ... ... ©O{133,234)  (170,162) (129,181)
TriZetto eqﬁiry income, net of ificome taxes of $105 for 2004 . .. .. .. — o — 164
Net INCOme. - . - ..ol e | § 315,511 § 284091 § 285422
Basic Earnings Per Share of Common Stock. . . .. . | s 1.56] § 124§ 122
Diluted Earnings Per Share of Common Stock.... ... .. .. ... |$. 153}s 122§ .20
Weighted averagé number of shares outstanding—basic . .. ... ... ... 202,641 | 228,615 233,199
Diltttive effect of shaves issuable as of period-end under stock : ) . T

option plans. .7 ... ... e o 2,759 2,879 3,946
Adjustment of shares outstanding applicable to exercised and cancelled

stock options during the period, ... ... .. .. .0 L. FT 31,198 990 560
Weighted Avérage Number of Shires Outstanding—Diluted . . _ 206,598 232,484 237,705

.

‘The acconpanyiny notes are an intepral part of the Consolidated Financial Stasements.
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. - IMS Health Incorporated Consolidated Statements of Cash'Flows ~:» : .
. " Years Ended I)cccnnlﬁc;- 31, ' o ' ;
{Dollars ar'xd shares in f!wusaudﬁ. exrcp: per share data) - . l ,2006 I L2005 2004 T
Cash Flows from Operating’ Actwmes ’ 4 N V-
: Neétincome ... ... e $315,511 | /$284.001 |  §285,422 "
! - Adjustments to recondile’ net income to net cash provnded ' : T oo
- by opetating activities: . . B P W n ‘ x
: C Depreciation and amortization ., v ... 0. ... SRR . 1_.17,082 104, 623 93,534 - o «
i - - Bad debt eXpeNse . . ... ... N T . . ?48 6 507 _ 3,997 ‘
- * Deferred income @fes ... ... 27,238 33,527 17,875
‘ . _ Gains from investments, net. . . . . e e < (2,250) . (4,713) (11,892)
Y ) Cnm on sale Of THZEWO - oo ve e s R — (8803 - . 7
i " Gain on sale of capital assets, Net . [ ... ... ; (3.127) (1,413) — -
s . - Loss on issuance of investees’stock ..., ... L, e 184 - oo
. TriZetto equity (income) [oss, Met . . ... ..o . - — (164y ~ . “ ' -
: . Mmonty interests in net income ofconsohdated compamcs ........ 4,517 | 3,366 5.818 '_ .- .
o ' »Non cash stonk Based compensation chargcs ................... 42,778 | 4 892 3,518 ‘
’ - Excess tax, bcneﬁr.s from stock-based compensation . ............. (6,509) ’ —i =
T . Change in assets and liabilities, excludmg effects from uqunsntmns o
’ . *and dispositions: : . . .
‘ e Net (mcrease) decrease in accounts reccwable ................... (64,533« (25,576) 17,518 T .
B Net (mcrem) decn.dsc in work-ih-process inventory . ... .. ... ..., . (8,236)‘~ 3,910 (6,'939)- - -
‘ o . Net (increase) decrease in prepaid expenses and other current assets. . . y (1,337)"' 5,830 (16,914)
- © ~ Net increase {decrease) inaccounts payable ... ... oL ;'._8,744_ . (3;,305)"‘ J1L036 0
- ] ~ "Net increase (decrease) in accrued afid other current liabilities ... . . - 22,300 (1,961) ~ 2,253 -
a ' " *Net.decrease in 2003 and 2001 accrued severance, impatrment - S
: .and other charges . <. .. ... e R {4 411)" (9,268) (6,933)
| ) th decrease (increase) in 2004 accrued severance, hmpairment = - ) - T
' ‘and othercharges . . oL, o. . on L s e ‘(12 220)1 (24,052) ~- 36,438 .
- “Net decrease in deferred revenues . . 1. ... ... ... 0. a -(4,357) (408} . (529) .
I : Net {decrease) increase in accrued income taxes. ... ) ('{0,340): A57.511) 21,352 ‘ .
I, . Net increase.in pension assets (ne( oflmbnht:es) .................. (17,418){.;: -{23,159)  (25,557)
Net increase in other long-=term assets (net oflong_,—tcrm hab:]ltles) (2,904) - (1,692 {1,900)
th tax bemﬁt on etock option EXETCISES . o oo e T 14,9431 0 15464 -7 -10,958 . :
‘ . " Net Cash Provided by Operating Activities ... ... .. DU o | © 356,119 | 309,152 - 400,272 ‘
\ >
]
|
| -
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IMS Health Incorporated Consolidated Statements.of Cash Flows (Continued)

The accompanying notes aze an integral part of the Consolidated Financial Statements,

Years Ended December 31,

(Dollars and shares in thousands, excepr per share data) 2002 ) E 2005 2004
Cash Flows Used in Investing Activities: . l
Capital expenditures . . ... ... oL (27,493) 52,022y (22,462)
Additions to computer software. ... .. .o Lol (84‘,681)‘ (80,807} (84,461)
IProceeds from sale of TriZetto. . ... .. ... I PR R . —_ 37.414 44,550
Proceeds from sale oféapita] assers. . oo .. e 13,304 21,380 . —
Investments in short-term marketable securities .. . . . P S — 15.35'] 25,0;35 )
Payments for acquisitions of businesses, net of cash acguired .. ... .. (63,653) (209,188) (58,752) «
Funding of venture capital investments. . e (2,200) {1,500) (500)
Other iNVesting activities, DEU . o, v v v v neneanene e s 2,104 1,556 1,988
Net Cash Used in Investing Activities. . . . .. e (162,619)' (267.,816) (94,582)
Cash Flows Used in Financing -Activities: N I -
- Net (aecrcasc) increase in revo]vi.ng credit facility and other . . . .. . (127.749) (12,260 68,169 .
Proceeds fron short-term credic agreement, bank term loan :
and private placement notes ... ... .o -+ 650,000 — —
Repaylﬁcnt of short-term credit agreement . .. ... ... . (150,000) — =
Paynl)ents for purchase of treasury stock - . . ... ...l L - (880,407) (246,507} (362,659
Proceeds from exercise of stock options . .. ... ... ..o - 119,258 165,568 96,578
Excess tax benefits from stock-based compensation ... ........ ... 6,509 — L —
Dividends paid . ..o vv e . L o (24,337 (18;405) (18,846)
Proceeds from employee stock purchase plan . . . .. e 5,171, 4,124 3,410
Increase incash overdrafts . .. .. .. .. L 1,320 1,663 1,722
Payments to nunority interests. . . . . e B : (3,972), {3,225) (5.706)
Net Cash Used in Financing Activities .. _................. . (404,207)  (109,042)  (217,332)
Effect of Exchange Rate Changes on Cash and Cash Equivalents . . . . .. 5,110 i (14,254) 12,113
(De'crease) Increase in Cash and Cash Equi\"alents- e ‘ (205,597)‘ (81,960) 100,471
Cash and Cash Equivalents, Beginning of Period .... .. ... .. L 362,943 | 444903 344,432
Cash and Cash Equivalents, End of Périod .................. . I- '§ 157,346'! $362.943 $ 444,903,
‘Supplemental Disclosure of Cash Flow Information: ' '
Cash paid during the period for TAEETESE « v oo e e et e e e e e e $ 34,581 $ 18,270 S 18,449
Cash paid during the period for income @xes - . .. ..o v veeina .., 3 166,032 © $200,586 $ 85,382
Cash received from income tax refunds . - - .= .. .. ... o L, '$ 25,624 § 3,267 § 0988
" Non-Cash [nvésting Activities: '
Promissory note receivable from The TriZetto Group (Note 8). .. .. ... $ — L) — $ 37,414
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IMS Health Incorpora'ted'Consolidated Statements of Shareholders’ Equity

<o b e s e g

(Dollars and shares in thousands, except per share data)

Balance,
December 31,

Net Income. . ... .. .
Cash Dividends
(30.08 per share) . .
Prepaid Employee
Stack Options... . .
Accelerated Y
Stock Options. . . .
Treasury Shares
Acquired Under:
Purchases. . . ...
Treasury Stock
Reissued Under:
Exercise of
Stock Crptions
Reestricted
Stock Plan. ..
Employee Stock
Purchase Plan
Net Tax Benefit on
. Stock Option
Exercises, .. .. ..

“HBoard Deferred Stock

Compensation. . . .
Cumulative Translation
Adjustment. .. ..
Minimum Pension
Liability
Adjustment .. ... .
Unrealized Gain on
Swaps, net of tax . .
Unrealized Loss on
Other Investments,
net of amount
realized of $749,
netoftax . ......

Total Comprehensive
Income.........

Balance, ‘
December 31,

"The accompanying notes are an integral part of the Consolidated Finaneial Statements.

.

. , i
Accumulated Other Comprehensive llu‘nm.c {Loss} §
Ungrealized i
(Lowe) i
Gains on -
Changes  Unrealized
Shares - Minimum in Fair. Gains Other v 2
Cupital Cumulative Pension Value of  {Losses) Compre- :
Commen  Treasury Common in Excess Reuined Treasury Translation Liabilicy Cash Flow on [ovest-  hensive R
Stock Seock Stock - of Par Earnings Stock * Adjustment Adjustment Hedges ments . Tncome ‘Total
1 -
‘335,[)45 96,706 $3,350  $490,207 1,789,503  $(2,032,748) {37,255y $(21,903) $(2.299% $692 $ 189577
285,422 285,422 285,422 *
(18,846) = (18,846)
(610) AT
() i 60
15,000 (362.659) {362,65%)
*
(5.508) (26,172) 122,750 96,578
{20) 3.561 434 4,000
b -
(172) (395} 3,804 3,409
- 10,958 !0.958
69 69
49,494 9494 49,494
. {2,728) (2.728) (2.728) .
633 1634 1,634.
* *
{644) [GEEY] (644)
f 333,178
5’;35.045 105916 $3,350 $477.768  $2,056,07Y  $(2,268,414) 3 12,2;59 $(24.691) % (665) $ 48 '3 255,714
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IMS ‘I-'Ie;ilth'»ln‘corporated Consolidated Statements of Shareholders’. EqLiity. (Cd

-

ntinued)

{Dollars and shares in thousands, excepi per share data)

Comnion
Stock

Treasury Common
* Sk

Shares

Capirad
in Exvess

Stock of Par

Retained
Earnings

Treasury
Stewk

Accumulated Qther Comprehensive Income (Loss)

Unrealized
{Losses)
Gans on
Changes  Unrealized
in Fair
Value of

Cash Flow
Hedges -

Other
Compre-
hensive
Income

Minimusm Gains
Pension
+ Liability

Y Adjustment

Currnitacive
Translacion
Adjustment

{Lasses)
on [nvese-
ments

Total

.Balancc,
December 31,

335,045 105916 §$3,350 §$477,768

$2,056,079

$(2,268,414)

$ 12,239 $(24691)  ${665) - $48

3

$255,714

Net Income. =, ... ..
Cash Dividends
($0.08 per share) . .
Prepaid Employee
Stock (5ptiuns. .
Accelerated
Stock Options. . . .
Treasury Shares
) Acquired Under:

Purchases. . . _ . .

! chasury Stock

* Reissued Under: -
_Exereise of Stack
Options.‘. L
[Restricted
Stock I’lan‘, ..
Employee Stock -
+" 7 Purchase
Plan ...
Net Tax Benefit on
Stock Option .
. Exercises-. ... ...
Board Deferred Stock
" Compensation. . ..

"Cumulative Translation

Adjustment . _ . ..

Minimum Pension

Liability
Adjustment ., L .

Unrealized Gain on

" Swaps.netof tax .

Unrealized Loss on
Other lnvestments,
net of amount
realized of $749,
netoftax. .......

"

--Total Comprehensive

Income . ........

‘ 8.727) *

(194)

45

HL21%

(26,816)

.

231

(121
(206) S & 7))

15,464

118

284,091

{18,405}

(246,507}

192,384

2,612

4,521

L 284491

-y

act

(43.760) (13.760)

G717 “N7

606 606

(15) {15)

234,205

- (246,507)

284,091
++ (1B.405) |

LE

-.~."(1"94) -

. v -

.45 .

165,568

4,923

L

4,124

15,404
118

43.760)

(BT17)

"+ 606

A

2

(15)

Balance,
December 31,

335,045 107075 $3,350 $468,299  $2321765 $(2,315,404)

$ (59 $33

$ 415,055

The accompanying noies are an integral part of the Consolidated Financial Statements..

"
-

$(31,521)  §{31.408)
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IMS Health-lncdrporated Consolidated Statements of Sharcholders’ Equity (Continued) - -

'
(RVCIPLE VS I PSP AL s

{Dollars and shares in thousands, except per share data) Accumulated Other Comprehensive Income (Loss) -t . . ;{'i
- Unrealized r LB 1
- ' {Losses) "g‘
. Past Gains on
Rectircment Chfl‘lg(’i Unrealized ' z
Shares Minimum Pust in Cains Other ot
. Capital Cumulative Pension Employ Vilue of ot Compre- -~ . )
Common  Treasury Common  in Excess Reained Treasury Transation Liability | Adjust Cash Flow  lnvest- hensive 4 i
Stock Stock of Par . Earnings Stock Adjustment  Adjustment  SFAS 158 Hedges ments Income Toral 51
Balance, :i
Decemnber 31, ) . .o 2
2005 ........... 335045 107,075 $3.350 - $468,299 $2.321,765 ${2,315,404} $(31,521} $(31.408) “${5% $ 33 $415,055 .i
. ]
Net Income ... .. ... . . 3155171 . 315511 315,511 5,_5
Cash Dividends ' - el '&
{$0.03 per shame). . .. {24,337) o, {24337 ;;
. Stock-Based ) T etk
Compensation X .o 3
© "Expense........ . 42,778 S, 42718 0}
Performance Restricted i S 1"
* Stock Awards . ... 1.763 R Iy I
Prepaid Employee : C 4
" Stock Options , .. . (122 R {122) 'i
Board Deferred Stock I
Compensation . . .. 101 0
Net Tax Benefit on , \
Stock-Based =L - . . -k
Compensation .. .. 14,943 . 14,943 '.3
Treasury Shares ~ ) . L A ;
Acquired Under ) R 3
Purchases . . .. .. 33,931 (B80,407) S (880,407) J
Treasury Shares ' - PN
. Reissued Under: ¥
‘Exercise of Stock . .- 2
Options . . . .. {6,161) {20.620) 139,878 <9258
" Vesting of ’
estricted i o
Stock . ... .. (262) (9.298) 5,877 3421y 4
Less: Unearned T, ‘.
Portion. . ... .. 7 — — ' ’ — "’I
Employee Stock . e - !
7 Turchase Plan . (223) 111 5,060 TR B f,‘:
Cumulative Translation e T I
Adjustment. . ... s 60307 _ 60307 60307 4
Minimum Pension . - - :
Liability Adjustment. . 24,197 24097 - 24197
Adoption of FASB . +
Statement No. 158 . . 7211 0 (7.210) — 1
Adjustment due to , -‘f
‘Adopzion of S
SEAS 158, nct of tax . - (57.053) . (57.053) |
Unrealized Gains on : o ;‘
Swaps,netof tax ... . T 65 - 65 65§
Unrealized Gains on . "
-Other Investments ' N : “:
nét of amount . B .
rcalich'{ of §749, o i
net of taxes ... ... 100 100 00,
N
I}
Total Comprehensive . A i '
Income ......... 400,180

Balance, N '

December 31, ’ i 7 - . , .
2006 ........... 335045 '13:1,367 L$3,350  $497,955 $2.612.939 $(3,044,996) § 28,786 - $ = ${61,264) $ 6 $133 T8 33909 3
I

The accompanying notes are an integral part of the Conselidated Financial Statements.
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Notes-to Consolidated-Financial Statements

(Dollars and shares in thousands, except per share data)

Note 1. Basis of Presentation

IMS'Health Incorporated (“IMS” or the “Company™) is the leading global provider of market intel-

: ligence to the phan‘naceutical and healthcare industries. The Corﬁp'any offers leading-edge market

: ' intelligence products and services that are integral to the Company’s clients’ day-to-day operations,
including portfolio optimization capabilities; launch and brand management solutions; sales force effec-
tiveness innovations; managed care and consumer health offerings; and consulting and services solutions
that improve ROl and the delivery of quahry héalthcare worldwide. The Company’s information prod-
ucts are developed to meet client needs by using data secured from a worldw1de network ofﬁupphers in
more t}nn 100 countries. Key 1nformat10n products mclude N

» Sales Force Effectlvencss to optimize sales force producuwty and tcmtory management;

+ Portfolio Optimization to provide clients with mmghts into market opportunity and busmess
dwelopment assessment; and

. L:lunch, Brand Management and Other to support client needs relative to market segmentation
and positioning; life cycle: management for prescription and consumer health pharmaceutical
. products and health economics and outcomes research offerings.

Within these key information products, the Company provides consulting and services that usé in-
house capabilities and methodologies to assist pharmaceutical clients in-analyzing and évaluzq'ting market
trends; strategies and tactics, and to help in the development and implementation of customized soft-
ware applications and data warchduse tools.’

L

Thé Company operates in more than 100 countries. Until December 21, 2004, the Company also
owned approximately a 25.0% equity interest in the TriZetto Group, Inc. (“TriZetto™) (see Note 8).

The Con'1p3ny 1s managed on a global business model with global leaders forlthe ma_jdrjty of its, oriti;a}
business processes and accordingly has one reportable segment (see Note 19).

N'oté 2. Summary-of Signiﬁcant Accounting Po]icies

" CONSOLIDATION. The. Consolldated quncml Statements of the Company mclude the.accounts of the .
Company, its subsidiaries and i mvcstments in which the Company has control and variable interest -
entities in which the Compmy is determined to be the primary beneﬁcmry Material i 1ntercompany
accounts and transactions are eliminated. Investments in’ companies over which the Company has signif-
icant influence but not a controlhng interest are accounted for under the equity method of accounting:
The Company-recognizes in the income statement any gains or losses related to the issuance of stock by
a consolidated subsidiary or an investmerit accounted for under the equity method. T

CASH AND CASH EQUIVALENTS. Cash and éash equivalents include primarily time and demand deposns in
-the Company’s operating bank accounts. The Company considers all highly liquid investments wnth a’
“maturity of 90,days or less at the time of pur(,h'lse to be cash. eqm\mlents

SECURITIES AND OTHER INVESTMENTS. The Companv holds investments in marketable Lqurty securltles
and partnership interests in venture capital partnerships. The equiry securities are classified as available-
for-sale and are therefore recorded at fair value in the financial statements. Unrealized gains and losses
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NOTES TGO CONSOLIDATED FINANCIAL STATEMENTS {CONTINUED)
Dollars and shares in thousands, except per share data.

PR AVE B e R T I FINEY .

wlack dar

related to the available-for-sale securities are recorded within Other Comprehensive Incoﬁw, a compo-
nent of Shareholders’ Equity. Realized gains and losses are recorded in earnings in the period in which |
the securities are sold. The partnership interests are recorded in the financial statements at cost. On a
quarterly basis the Company makes estimates of the market value of these investments and reduces the

" carrying value of the investments if there is an other-than-temporary decline in the fair value below
cost. The Company evaluates the recoverability of the underlying securities in each partnership on an
individual basis. No investments had an estimated fair value less than the carrying value of the invest-
ment as of December 31, 2006 and 2005.

R ey

PROPERTY, PLANT AND EQUIPMENT. Buildings, machinery and equipment are recorded at cost and depreci-
ated over their estimated useful lives to their salvage values using the straight-line method. Leasehold
improvements are recorded at cost and amortized on a straight-line basis over the shorter of the term of
the lease or the estimated useful life of the improvement. See Note 18.

_COMPUTER SOFTWARE. Direct costs incurred in the development of the Company’s external-use com-
puter software are capitalized in accordance with Statement of Financial Accounting Standards (“SFAS”)
No. 86, “Accountihg for the Costs of Computer Software to be Sold, Leased, or Otherwise Marketed.”
Research and development costs incurred to establish technological feasibility of a computer software
product are expensed in the periods in which they are incurred. Capitalizétion ceases and amortization
starts when the product is available for general release to customers. External-use computer software
costs are amortized on a product by product basis generally over three to seven years. Annual amorriza-
tion is the greater of the amount computed using (a) the ratio of current gross revenues for a product
to the total of current and anticipated future gross revenues for that product, or (b) the straighe-line
method over the remaining estimated economic life of the product. The Company periodically reviews
the unamortized capitalized costs of its computer software based on a comparison of the carrying value

of the external-use software with its estimated net realizable value. The Company recognizes imme-
diately any impairment losses on software as a result of its review, or upon the Company’s decision to
discontinue a product. See Note 5.

The Company capitalizes internal-use software costs in accordance with Statement of Position
(“SOP”) 98-1,“Accounting for the Costs of Computer Software Developed or Obtained for Internal
Use” Capitalized internal-use software costs are amortized on a straight-line basis generally over three
to five years.

GOODWILL AND OTHER INTANGIBLES. Goodwill represents the excess purchase price over the fair value

of identifiable net assets of businesses acquired. Effective January 1, 2002, the Company adopted SFAS
No. 142,“Goodwill and Other Intangible Assets.” In accordance with the provisions of SFAS No. 142
goodwill 1s no longer amortized. The Company reviews the recoverability of goodwill annually {(or
based on any triggering event) by comparing the estimated fair values of reporting units (based on
discounted cash flow analysis) with their respective net book values. If the fair value of a reporting unit
exceeds its carrying amount, the goodwill of the reporting unit is not considered impaired. If the carry-
ing amount of the reporting unit exceeds its fair value, the goodwill impairment loss is measured as the
excess of the carrying value of-goodwill over its implied fair value. The Company completed its annual
impairment test as of September 30, 2006 and was not required to recognize a goodwill impairment
charge. See Note 5. . '

OTHER LONG-LIVED ASSETS. In accordance with the provisions of SFAS No. 144,“Accounting for the
Impairment or Disposal of Long-Lived Assets,” the Company reviews the recoverability of its long-lived -
assets and finite-lived identifiable intangibles held and used whenever events or changes in circum-
stances indicate that the carrying amount of an asset may not be recoverable. In general, the asséssmgnt
of possible impairment is based on the Company’s ability to recover the carrying value of the asset from
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED) )
Doliars and shares in thousands, except per share data. . - -

the undiscounted expected:future cash flows of the asset. If the future cash flows are less than the carry-
ing value of such asset, an impairment charge is recognized for the difference between the estimated fair

value and the carrying value.’

REVENUE RECOGNITION. The Company recognizes revenue brirparily under the prQ\;isiorls of Staff
Accounting Bulletin (“SAB”) 104, Revenue Recognition,” when the following criteria have been met:
1) persuasive evidence of an arrangement exists; 2) delivery has occurred or services have been rendered;.
3) the seller’s price to the buyer is fixed or determinable; and 4) collectibility is reasonably assured.

The Company offers various information and analytics (&A™} products developed to meet its cus-
tomers’ needs by using data secured from a worldwide network of suppliers. The Company’s revenue
arrangements may include multiple elements as defined in Emerging Issues Task ‘Force Issue (“EITE™).
No. 00-21,“Revenue Arrangements with Multiple Deliverables” A typical [&A arrangement (primarily
under fixed-price contracts) may include an ongoing subscription-based deliverable for which revenue -
1s recognized ratably as earned over the contract period, and/or a one-time delivery of historical data
(“backdata”) for which revenue is recognized upon delivery, assuming all other criteria are met. In
“accordance with EITE.00-21, these deliverablés qualify as separate-units of accounting as each has value
on a standalone basis to the customer, objective and reliable evidence of fair value for any undelivered
1tem( } exists, and where.the arrangement includes a general right of return relative to the delivered
item(s), delivery of the undelivered item(s) is'probable and’ within the Company’s control. The Comipany
allocates revenue to each element within its arrangements based upon their respectwe relative fair values,
Fair values for these elements are based upon the normal prlcmg practlct,s for ongoing subscriptions and
backdata thn sold separatcly The Company defers revenue for any undelivered elements, and recog-
-nizes revenue when the product i is dcllvered or over the perlod in which the service is performed, in
accordance with its revenue r{.cobmtlon pohcy for such elemcnt as noted 1b0vc If the Company cannot
objectively dt.tt:l’ll'lllle the fair value of any undelivered e]ement revcnuc, is deferrcd undl all elements
" are dehverc.d and services have been pcrformed or untll f:nr value can objutlvely be dctcrmlm,d for any
remaining undelivered elements. o 7 . R - ' .

“The Company also offers evidenced- based solutions thnt allow its clients to make informed business
decisions. These consulting and services (* ‘C&S™) oﬂ‘ermg‘; prov:dc assistance with-the analysis of the
Comp’my s [&A products The Comp.mys C&S oﬂ"ermgs are not typlmlly bundled with its [&A offer-
ings noted above. Reevenues for certain of these ﬁrrmbements are rccobmzcd ona stralsht line basis,over

" the term of the arrangement. Revenues for time and material contracts are recogmzed as the services
are provided. Revenues for-fixed price contracts are recognized either ovér the contract term based on
the ratio of the number of hours incurred for services provided durmg, the period comp1rcd to the total

“estimated hours to be mcurred over the enure arrangement (efforts based) or-upon delivery. ..

The Company enters into bart(_r trahsactions in the normal course in \Vth]] it exchang,u data for data,
or data for other services such as ﬁdvcrtlsmg, softwire licenses and pancl rLcrultment The Company
recognizes revenue from bartcr transactions as its.products are dellvered or services are performed

The related barter expensc is recogmzcd as the products or services‘are utilized by the Compnny, the
majority of which is in the same _accounting period as the- related barter revenue. Barter transactions
are’ valued based on either the f'ur V’Ill.le of the products or services recc_wed by the Comp’my or the
fair value of the’ mformatlon or services dellvercd to customers whlchcvcr is more c_learly evident. The
Companys barter reveriues have accounted: for appmxmntely 4% to 5% of total consolidated revenues
in ¢ach of the three years ended Du:ember 31,2006.The Company expects that barter revenues will
continue to account for approximately 4% to 5% of total qonsolldated' revenues.

The company presents its revenues net of taxes asscsscd by govérmncnt :\uthorities.

Payment terms-vary. by-customer, but are typically stipulated in'the contract and-are generally net
30 days froin date of invoice. The Company g,encmlly does not offer cxtt,ndcd paymient rerms. Advance
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payments from custormers are credited to Deferred revenues and reflected in Operating Reevenue as
earned over the contract term. Included in Accounts receivable, net in the Consolidated Statements of
Financial Position are unbilled receivables, which represent revenues for products delivered or services
performed that have not yet been invoiced to the customer. Substantially all of the Company’s unbilled
receivables are invoiced within the following month.

For further discussion of the Company’s products and services please refer to the “Qur Products and
Services” disclosure contained in Part I, Item 1. Business section of the Company’s Annual Report on

Form 10-K.

OPERATING COSTS. Operating costs include data processing costs, the costs of data collection and
preduction, and costs atrributable to personnel involved in production, data management and the
processing and delivery of the Company’s consulting and services offerings. The Company presents
both I&A revenue and C&S revenue separately in its Consolidated Statements of Income, but does

not present operating costs directly associated with the two revenue streams due to the fact that its
consulting offerings are part of a continuum of capabilities and are directly linked to its 1&A products.
Although the Company does capture certain direct costs associated with its C&S revenues, such as

the costs of its consulting staff, accommodations, and costs of primary market research data purchased
specifically for certain individual C&S engagements, many other significant direct costs incurred by the
Company are not allocated and are not separable between its two revenue streams.

One of the Conipany’s major expenditures is the cost for the data it receives from suppliers. After receipt
of the raw data and prior to the data being available for use in any part of its business, the Company is
required to transform the raw data into useful information through a series of comprehensive processes.
These processes involve significant employee costs and data processing costs. The Company’s data is used
in multiple customer solutions across different offerings within both I&A and C&S, but the Company
does not have a meaningful way to allocate the direct cost of the data between [&A and C&S revenues.
As such, any allocation of operating costs made by the Company would not be an accurate reflection of
the actual operating costs relating to the two revenue streams and could be misleading.

Costs associated with the Company’s data purchases are deferred within Work-in-process inventory
and recognized as expense as the corresponding data product revenue is recognized by the Company,
generally over a thirty to sixty day period. Costs associated with the Company’s time and material and
fixed-price contracts are recognized as incurred.

PENSIONS AND OTHER POSTRETIREMENT BENEFITS, The Company provides a number of retirement ben-
efits to its employees, including defined benefit pension plans and post retirement medical plans.

The Company accounts for.these plans in accordance with SFAS No. 87, “Employers’ Accounting

for Pensions”, SFAS No. 88, “Employers’ Accounting for Settlements and Curtailments of Defined
Benefit Pension Plans and for Termination Benefits” and SFAS No. 106, “Employers’ Accounting for
Postretirement Benefits Other Than Pensions,” respectively, and accordiﬁgly, the determination of
benefit obligations and expense is based on actudrial models. In order to measure benefit costs and
obligations using these models, critical assumptions are made with regard to the discount rate, expected
return on plan assets, cash balance crediting rate, lump sum conversion rate and the assumed rate of
compensation increasés. In addltlon, retiree medical care cost trend rates are a key assumption used
exclusively in determining costs under SFAS No. 106. Management reviews these critical assumptions
at least annually, Other assumptions involve demographic factors such as the turnover, retirement and
mortality rates. Management reviews thcse assumptions periodically and updates thcm when its experi-
ence deems it appropriate to do so.

The discount rate is the rate at which the benefit obligations could be effectively settled. For U.S. plans,
the discount rate is determined by matching the plans’ expected cash flow (determined on a projected
benefit obligation basis) with spot rates developed from a yield curve comprised of high-grade (Moody's
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Aa and above) non-callable corporate bonds to develop the present value of the expected cash flow, and
then determining the single rate (cliscount rate} which when applied to the expected cash-flow derives
that same present value. In the UK specifically, the discount rate is based on the current yield of the
iBoxx Corporate GBP Aa over 15 year bond index; which is an index of high quality corporate bonds.
For the other non-U.S. plans the discount rate is based on the current yield of an index of high qual-
ity corporate bonds. At December 31, 2006, the Company 1ncreased the discount rate from 5.75% at
December 31, 2005 to 6.00% for its U.S. pension plans and postretirement benefic plan and it mcreased
the discount rate for its UK pension plan from"4.75% to 5.00%.The U.S.and UK plans reprcscnt 95%
of the consolidated benefit obhgatlon as of December 31, 2006 Increasés in'the discount rate also
occurred in other non-U.S/countries, where the range of applicable ‘discount rates at December 31,
2006 is 2.0%-8.0% versus 2 range of 1.4%-9,0% at December 31, 2005. These smaller non-U.S. plans
constitute only 5% of the consolidated benefit obligation"at December 31, 2006 As a ‘sensitivity mea-
sure, the 25 basis point increase in the discount rate for our U.S. Plan is not-expected to-have a material
effect on the Consolidated Statements of Income. For the Company’s UK Plan, a 25 basis point increase
in the discount rate, absent any offsétting changes in other assumptions, would result in a decrease in
‘pension expense of approximately $1,133 within the Consolidated Statements of Iicome..” v - -

Under the U.S. Pension Plan, pai";icipants have a notional rcfiremept_ account chaf‘incrcascs with pay
and investment credits. The rate used to determine the investment credit (cash balance crediting rate)
varies monthly and is equal to 1/12th-of the yield o 30-year U, S. Government Treasury Bonds, with
a minimum of 0.25%. At retirement, the account is converted to a monthly retirement benefit using a
conversion rate (lump sum conversion rate) based on the ytcld on 30-year U.S. Government Trcasury
Bonds at retirement. : oo

In selecting an expected return on plan asset assumption, the Company conciders the returns being
earned by the plan. assets in the fund, the rates of return expected to be available for reinvestment and
long-term economic forccasts for the type of investments held by the plan. At January 1, 2007 the
expected return on plan assets for the U.S. pension plans is 8.50%, which is mehangcd versus January 1,
© 2006. Outside the U.S. the rangc of applicable expected rates of return is 1 0%—8 0% as of January 1,
2007 versus a range of 0. 42%—10 O% as of January 1, 2006. The actual return on plan assets will vary
from year to year versus this assumptlon The Company believes it is approprlate to use long-term
expcctcd forecasts in selecting the expected return on plan assets. As such, there can bé no assurance
that the Companys actual return on plan assets will approximate the long—term expected forécasts.
The expected return on assets ("EROA”) and the actual return on assets were $25,645"ind 337 745,
rcspectwely, for the year ended December 31, 2006. As a sensitivity measure, a 25 basis pomt ch:mge
in the EROA assumption for the Company’s U.S. Plan, absent any offsettmg changcs in other assdmp-
tions, would result in approximately $504 of an increase or decrease in pension expense within the
Consolidated Statements of Income. For the Company’s UK Plan, a 25 basis point change m .trhe EROA
assumption, absent any offsetting changes in other assumptions, would result in approximately 15199 of -
‘an increase or decrease in pension expense within the Consolidated Statements of Income A

The Company utlllzes a corrldor approach to amortizing unrecogmzcd gains. and Tosses i m the pensmn
and postretirement plans. Amornzatlon occurs when the accuiniutlated unrecogmzed net gain or loss
balance exceeds the criterion of 10% of the larger of the beginning balances of the prq]cctcd beneﬁt
obligation or the market-related value of the plan assets. The excess unrccogmzed gain or loss balance is
then amortized using the straight-line method over the average remaining scr\nce—llfc of actwe cmploy—
ees cxpected to receive benefits. At Decembcr 31, 2006, the weighted-average remaining scrvncc -life of
active employees was 11 43 years. o

During fiscal 2006, the Company contrlbuted approxunately $17,964 1o its pension and postretire-
" ment benefit plans which included voluntary contributions above the mmlmum requlremcms tor the
pension plans. The Company currcntly expects to contnbutc ata mm:mum '$7,875 to its. pension and
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postretirement benefit plans during fiscal 2007.The Company may make additional contributions into
its pension plans in fiscal 2007 depending on, among other factors, how the funded status of those plans
changes and in order to meet minimum funding requirements as set forth in employee benefit and tax
laws, plus additional amounts the Company may deem to be appropriate.

At December 31, 2006, the fair value of assets in the Company’s pension plans exceeded the projected
benefit obligation by $35,359. Additional information on pension and other postretirement benefic

plans is contamed in Note 11.

The Company adopted SFAS No, 158, “Employers Accounting for Defined Beneﬁt Pension and Other
Postretirement Plans—an amendment of FASB Statements No. 87, 88, 106 and 132(R. ), ("SFAS 1587)
as of December 31, 2006 (see Note 11). Under SFAS 158, ggins and losses, prior service costs and
credits, and any remaining transition amounts under SFAS 87 and SFAS 106 that have not yet been

_recognized through net periodic benefit cost will be recognized in accumulated other comprehensive
ipcome-(“AOCl“), a component of shareholders’ equity, net of tax effects. The measurement date, the
date at which the benefit obligation and plan assets are measured, is required to be the company’s fis-
cal year end. SFAS 158 is effective for publicly-held companies for fiscal years ending after December
15, 2006, except for the measurement date provisions, which are effective for fiscal years ending after
Dcu:mber 15, 2008, '

The adoptlon of SFAS 158 reduced the Companys Sharcholders” Equity (within AOCI) by approxi-
mately $57,053 on an after-tax basis, with a correspondmg, increase of approximately $17,598 in the
deferred tax asset (within Other assets). SFAS 158 also had the effect of reducing Other assets, increasing
Postretireinent and postemployment benefits and Accrued and other current liabilities by approximately
$74,651 in total. SFAS 158 does not affect the results of operations. -

Additional information on pension and other postretirement benefit plans is contained in Note 11.

FOREIGN CURRENCY TRANSLATION. The Company has significant investments in non-U.S. countries.
Therefore, changes in the value of foreign currencies affect the Company’s Consolidated Financial
Statements when translated into U.S. dollars. For all operations outside the United States of America
where the Company has designated the local currency as the functional currency, assets and liabili-
ties are translated using end- of‘-penod exchange rates; revenues, expenses and cash flows are translated
using average Tates of exchange. For these countries, currency translation adjustménts are accumulated
in a separate component of Sharcholders” Equity, whereas transaction gainﬁ and losses are recognized

in Other income (expense), net. For operations in countries that are considered to be highly inflation-

ary or where the U.S. dollar is designated as the functional currency, monetary ‘assets and liabilities are
remeasured using end-of-period exchange rates, whereas non-monetary accounts are remeasured using
historical exchange rates, and all remeasurement and transaction adjustments are recognized in Other

income (expense), net. .

INCOME TAXES. The Company provides for income taxes utilizing the asset and liability method of
accounting for income taxes. Under this method, deferred income taxes are recorded to reflect the

tax (,omcquen(,es inf future years of differences between the tax basis of assets and liabilities and their
financial rcporung amounts at ¢ach balance sheet date, based on enacted tax laws and statutory tax rates
apphcablc to the perlods in which the differences are expected to affect taxable income. If it is deter-
mined that it is more likely than not that future tax benefits associated with a deferred tax asset will not
be realized, a valuation allowance is provided. The effect on deferred tax assets and liabilities of a change
in the tax rates is recognized in income as an adjustment to mcome tax expense in the period that

includes the enactment date.

STOCK-BASED COMPENSATION. On January 1, 2006, the Company adopted SFAS No. 123 (revised 2004),
“Share-Based Payment,” (“*SFAS 123R”) which requires the measurement and recognition of com-
pensation expense for all share-based payment awards made to employees and non-employee directors
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including employee stock options, restricted stock, restricted stock units and employee stock purchases

related to the Employee Stock Purchase Plan based on estimated fair values. SFAS 123R supersedes

the Company’s previous accounting under Accounting Principles Board (“APB”) Opinion No. 25,

“Accounting for Stock Issued to Employees” (“APB 25”) for periods beginning in fiscal 2006. In March

2005, the Securities and Exchange Commission (“SEC") issued SAB No. 107 (“SAB-107") rchtmg to
- SFAS 123R.The Company has applied the provisions of SAB 107 in its adopnon of SFAS 123R.

The Company adopted SFAS 123R using the modified prospective transition method, which requ1res
thé application of the accounting standard as ‘of January 1, 2006, the first day of the Company s fiscal
year 2006. The Company’s Consolidated Financial Statements for the year ended December 31, 2006
reflect the impact of SFAS 123R.. In accordance with the modified prospective-transition method, the

© Company’s Consolidated Financial Statements for prior periods have not been retrospectively adjusted
to reﬂect and do not. include, the impact of SFAS 123R. See Note 12 fbr additional mforma[lon

SFAS 123R requires companies to estimate the fair value of share-based paymenbawards on the date of
grant using-an option-pricing model. The value of the portion of the award that is ultimately expectéd
to vest is recognized as expense,over the requisite service period of the award in the Company’s .
Consclidated Statementts of [ncome. Prior to the adoption of SFAS 123R, the Conpany accounted for
stock-based awards to employees and directors using the intrinsic value method in accordance with APB
25 as allowed under SFAS No. 123, “Accounting for Stock-Based Compensation” (“S;FAS 1237). Under
the intrinsic value method, stock-based compensation expense had been recognized in the Company’s
Consolidated Statemerits of Income only for stock option modifications and restricted stock units
because the exercise price of the Company’s stock options granted o employees and directors equaled
the fair market value of the underlying stock at the date of grant:

Stock-based compensation expense recognized during the period is based on the vatue of the pvor—

tion of share-based payment awards that is ultimately expected to vest during the period. Stock-based
compensation expense recognized in the Company’s Consolidated Statements of Income for fiscal 2006
included compensation expense for share-based payment awards granted prior to, but not yet vested .

as of January 1, 2006, based on the grant date fair value estimated in accordance with the provisions

of SFAS 123, and compensation expense for the share-based payment awards granted subsequent to
January 1,2006 based on the grant date fair value estimated in accordance with the provisions of SFAS:
123R.. Prior to the adoption.of SFAS ]”3R the Company used the.straight-line method of attributing
the value of stock-based compensation and continued to use that method after the adoption. As ﬂtock—
based compensation expense recognized in the Consolidated Statements of Income for fiscal 2006 is -
based on awards ultimately expected to vest, it has been reduced for estimated forfeitures, SFAS 123R -
requires forfeitures to be estimated at the time of grant and revised, if necessary, in subsequent periods if
actual forfeitures differ from those estimates. In the Company’s pro forma information required under
SFAS 123 for the periods prior to fiscal 2006, the Company accounted for stock options by estimat-
ing forfeitures in the first three quarters of the year and applying the full vear actual forfeitures in the

fourth quarter of the year, as well as an estimate of future forfeitures, and recognized forfeitures as they
occurred for restricted stock granis. The Company’s method of valuation for share-based awards granted
after January 1, 2006 is the Black-Scholes option-pricing model which was also previously used for the .
Company’s pro forma information required under SFAS 123.See Note 12 for additional information.

COMPUTATION OF NET INCOME PER SHARE . R

- Basic net incomé per share is computu:l usinig the weighted-average number of common shares
outstanding during the period. Diluted net income per share is computed using the weighted-average
number of common' shares and dilutive potential comnion shares outstanding during the period.
Dilutive potential common shares primarily consist of employee stock options dnd réstricted stock units.
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SFAS No. 128, “Earnings per Share,” requires that employee equity.share options, restricted stock units
and similar equity instruments granted by the Company be treated as potential common shares out-
standing in computing diluted earnings per share. Diluted shares outstanding include restricted stock
units and the dilutive effect of in-the-money options which is calculated based on the average share
price for each fiscal period using the treasury stock method. Under the treasury stock method, the
amount the employee must pay for exercising stock options, the amount of compensation cost for future
service that the Company has not yet recognized, and the amount of benefits that would be recorded in

“additional paid-in capital when the award becomes deductible for tax purposes are assumed to be used

to repurchase shares.
LEGAL COSTS. Legal costs in connection with loss contingencies are expensed as incurred. -

USE OF ESTIMATES. The preparation of financial statements and related disclosures in accordance with
generally accepted accounting principles in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities, revenues and expenses
and the related disclosure of contingent assets and liabilities. On an ongoing basis, the Company evalu-
ates its estimates. The most significant estimates relate to allowances, valuation of work-in-process
inventories, investments, depreciation of fixed assets including salvage values, carrying value of good-
will and intangible assets, provision for income taxes and tax assets and liabilities, reserves for severance,
pensions and reserves for employee benefits, stock-based compensation, contingencies and litigation.
The Company bases its estimates on historical experience and on various other assumptions that are
believed to be reasonable under the circumstances, the resulis of which form the-basis for making judg-
ments about the carrying values of assets and liabilities that are not readily apparent from other sources.
The accounting estimates used in the preparation of the Company’s Consolidated Financial Statements
will change as new events occur, as more experience is acquired, as additional information is obtained
and as the Company’s operating environment changes. Actual results could vary from the estimates and
assumptions used in the preparation of the Consolidated Financial Statements

EARMINGS PER SHARE. Basic earnings per share are calculated by dividing net income by welghted aver-
age common shares outstanding. Diluted earnings per share are calculated by dividing net income by all
dilutive potential common shares outstanding. Dilutive potential common shares are calculated in accor-
dance with the treasury stock method, which assumes that the net proceeds from the exercise of all stock
options and restricted stock units are used to repurchase Common Stock at market value. The number of
shares remaining after the net proceeds are exhausted represents the incremental potentially dilutive effect
of the securities, which is added to the basic weighted average common shares outstanding.

RECLASSIFICATIONS. Certain prior-year ammounts have been reclassified to conform with the 2006 presentation.

Note 3. Summary of Recent Accounting Pronouncements

In February 2006, the Financial Accounting Standards Board {“FASB”) issued SFAS No. 155,

" “Accounting for Certain Hybrid Financial Instruments—an amendment of FASB Statements No.

133 and 140 This statement clarifies the application of SFAS No. 133,“Accounting for Derivative
Instruments and Hedging Activities,” to beneficial interests in securitized financial assets and improves
the consistency of accounting for similar financial instruments. This statement also amends SFAS No.
140,“Accounting for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities—a
replacement of FASB Statement No. 125, to eliminate the prohibition on a qualifying special-purpose
entity from holdm;D a derivative financial instrument that pertains to a beneficial interest other than
another derivative financial instrument. This statement is effective for all financial instruments acqum:d
or issued after the beginmng of an entity’s first fiscal year that begins after September 15, 2006. The
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adoption of SFAS No. 155 is not expected to have a material impact on the Company’s financial posi-
‘ton, results of operations or cash flows for the year ending December 31; 2007.

In March 2006, the FASB issued SFAS No. 156, Accountmg for Servicing of Financial Assets—an
amendment of FASB Statement No. 1402 This statement amends SFAS 140 and elarifies the account-
ing for, measurement of, and disclosure of servicing assets and servicing liabilities. This statement should
be adopted as of the begmnmg of an entity’s first fiscal year that begins after September 15, 2006,

but earlier adoption is permitted. The adoption of SFAS No. 156 is not expected to have a material
impact on the Company’s financial position, results of operations or cash flows for the year ending
December 31, 2007. . : . .

In June 2006, the FASB issued FASB Interpretatlon No. 48, Accountmg for Uncertainty in Income
Taxes—an interpretation of FASB ‘Statement No. 109" (“FIN 48”) Thts interpretation prescnbes a rec-
ognition threshold and measurement attnbute for the’ financial statement recognition and measurement
of a tax position taken or expected to be taken i in a tax return. [t also provides guidance on derecogni-
tion, classification, interest and pénalties, accountmg in interim periods, disclosure, ind transition. This
interpretation is effective for fiscal 3 years beginning after December 15,2006, but earlier adoption is per-
mitted. The Company will be-required to apply the provisions of FIN 48 to all tax positions upon initial
adoption with any cumulative effect adjustment to be recognized.as-an adJustment to retained earnings,
The Company is curreintly evaluating the impact of FIN 48 on its consolidated financial statements, but
is not yet in a position to make this detérmination.

In September 2006, the FASB msued SFAS No 157, “Feralue Measurements This statement defines
fair value, establishes a framework for measuring fair value under generally accepted accounting prin-
ciples, and expands disclostires about fair valie measurements This statement 15 effective for financial
statements issued for fiscal years beginning after November 15, 2007, and interim perlods within those
fiscal years. The Company is currently evaluaung this statement to determine any potential impact that -
it may have on its financial results. '

Note 4.,Acquisitions and Dispositions.

ACQUISITIONS

The Company makes acquisitions in order to expand its products, services and geographic reach.
-During the year ended December 31, 2006, the Company completed six acquisitions for an aggre-
gate cost of approximately $51,000. These acquisitions were Likemedelsstatistik AB (Sweden), Health
QOurcomes Research Europe, S.1.. (Spain), Genexis Serv1coq de Inforfacao Lida. (Braz1l) AboutPharma
(Italy}, Life Sciences Practice of Strategic Decisions, Group (U.S.) and Dynamic Research- :md Solutlons
- Inc. (U.S)) and were accounted for under the purchase method of accounting. As such; the agﬁregate
purchase price has been allocated on a preliminary basis to the assets acqulred based on estimated fair ’
values as of the closmg date The purchase’ price allocations will be finalized after the completlon of the
vatuation of certain assets and. liabilities. Any adJu‘;tments resultmg from the ﬁnallzatlon of the purchase
price: alIocatlons are not expected to have a riaterial impact on the Companys results of operations. "

. The Consohdated Financial Statements include the results of these acquired compames subscqucnt

to the clésing of the acqu151t10ns Had each of thcse acquItlons occurred as ofjanuary 1, 2006 or
2005, the impact on the Companys results of operatrons would not have been 51gmﬁcant Goodwﬂl of
approximately $34,328 was recorded in connection with these acquisitions, of which an amount to be

determmed may be deductible for tax purposes. .

Durmg January 2005, the Company paid approximately $36, 000 to acquire the 50% 1nterest in
IHA.IMS Héalth GmbH (“IHA") not owned by IMS. The Company accounted for this-purchase as
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a step transaction and allocated the purchase price to acquired intangible assets and goodwill. Prior to
2005, the Company consolidatéd the results of IHA and recorded minority interest expense for the 50%:
not owned by the Company. ' ' '

¢ During the year ended December 31, 2005, the Com;ﬁany completed ten acquisitions for an aggre-
gate cost of approximately $163,000. The acquisitions were Taskarena Software Engineering GmbH
{(Germany), SAI Healthcare (U.S.}, Synchronous Knowledge, Inc. (U.S.), M-Tag (Australia and UK}, .
Fricke & Pirk (Germany), BASS (Korea), Arcks (France, Japan, Switzerland and U.S.), Pharmetrics
(U.S.), Envision (U.S.) and CORE (Switzerland and U.S.) and were accounted for under the purchase
method of aceounting. As such, the aggregate purchase price had been allocated on a preliminary basis
to the assets and liabilities acquired based on estimated fair values as of the closing date. The Company
finalized the purchase price allocation for these acquisitions during 2006 which did not have a mate-
rial impact on the Company’s results of operations. The Consolidated Financial Statements include the
results of these acquired companies subsequent to the closmg of the acquisitions. Had these acquisi-
tions occurred as of January 1, 2005 or 2004, the impact on the Company’s results of operations would
not have been significant. Goodwill of approximately $139,676 was recorded in connection with these
acquisitions, of which $45,700 is deductible for tax purposes,

Fl

DISPOSITIONS

During the year ended December 31, 2006, the Company and its venture capital funds sold invest-
ments with a cost basis of $1,438 and realized a net pre-tax gain of $3,588. These sales resulted in cash
proceeds of $5,026. In addition, the Compmy recorded $492 of write-downs agsociated with other-
than-temporary declines in the fair value of i its venture capital investments, Furghermorc the Company’s
unrealized gains on available-for-salé securities increased by $100 from IDecember 31, 2005.

During the year ended December 31, 2005, the Company and its venture capital funds sold-invest- -
ments with a cost basis of $2,720 and realized a net pre-tax gain of $2,583.These sales resulted in

cash proceeds of $5,303. In addition, the Company recorded $370 of write-downs associated with
other-than-temporary declines in the fair value of its venture capital investments. Furthermore, the
Company’s unrealized gains on available-for-sale securities decreased by $15 from December 31, 2004
The Company also recognized gains from investments of $3,023 as a result of the divestiture of a 20%-
interest it had in a German company that was disposed of in connection with the acquisition of the
remaining 50% interest in IHA discussed above.

Note 5. Goodwill and Intangible Assets

ot TR P o] el o e g o ae b e ot L Raia

The Company follows SFAS No. 142 in accounting for the initial recognition and measurement of

intangible assets acquired outside of a business combination and the accounting for goodwill and other
" intangible assets subsequent to their acquisition. SFAS No. 142 provides that goodwill and intangible

assets that have indefinite useful lives will not be amortized but rather will be tested at least annually

(or based on any triggering event) for impairment. It also provides that intangible assets that have finite
- useful lives continue to be amortized. The Company’s goodwill increased by $74,604 to 531,610 at

- December 31,2006, from $437 006 at December 31,2005 due to the acquisitions discussed in Note 4,
contingent earnout payments, purchase price allocations, and cumulative translation adjustments. The’
Company completed its annual impairment test as of September 30, 2006 and was not required to rec-
ognize a goodwﬂl impairment charge (see Note 2). )

7

All of the Company’s other acquired intangibles are qubject to amortization. Int’mglblc asset amortization

expense was $18,167 and $17,382 during the years ended December 31, 2006 and 2005, respectively.
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At December 31, 2006 and 2005, intangible assets were primarily composed of customer relationships,
databases and trade names (principally included.in Other assets) and computer software. The gross

carrying amounts and related accumulated amortization of these intangibles were $150,183 and $61,850,
respectively, at December 31, 2006 and $131,338-and' $41,978, respectively, at Dl'cccmber 31 ,_2005.‘

These intangibles are 1mortizcd over periods ranging from two to twenty years. As of December 31,
20006, the weighted: avcragt: amortization periods of the acqun’ed intangibles by asset class are llstt:d in
the followmg table:

Weighted
average
amortizzticn
. . (years)
Intangitle Asset Type : petiod
Customer Relationships. . .. ... ... .. ... ... ... ... e 10.1
Computer Software and Algorithms .. ... oL 7.0
DAtEbases .. .. e e v 4.7
Trade Names. . . ..o e 4.4.
Other. ... e e 3.8
AWeighted average. . . Lo L e . 8.9

- Customer rclations;hips accounted for the largest portion of the C011'1p311§f§ acquired intangibles at
December 31, 2006. In accordance with the principles of SFAS No. 142 and Statement of Financial
Accounting Concepts No. 7,“Using Cash Flow Information and Present Value in Accounting 3
Measurements,” when determining the value of customer rélqtim}ships for purposes of allocating the
purchase price of an acquisition, the Company looks at existing customer contracts of the acquired
business to determine if they represent a reliable future source of income and hence, a valuable intan”
gible asset for the Company. The Company determines the fair value of the customer rclationships.
based on the estimated future benefits the Company expects from the acquired customer contracts. n
performing its evaluation and estimation of the useful life of custonier relationships, the Company looks
to the historical growth rate of revenue of the acquired company’s exlstmg customers as well as the
historical attrition rates. :

Based on current estimated useful lives, annual amortization expense assocntcd with ll]t‘lnblblﬂ assets at -
DLccmber 31, 2006 is estimated to be as follows:

-

_Amoruzation

Year Emiu:d December 31, L. expense
2007 ... AR e e e e e e, $ 16,025
2008 <. o 14,422
2000 e 12,320
4 9,222
0 N 7,956

Note 6. Severance, Impairment and Other Charges

During the fourth quarter of 2004, the Company recorded $36,8‘}0 of Severance, impaiﬁncnt and other
‘charges as a component of operating income. As a result of levcraginb prior investments in technology
and process improvements, the Company committed to a plan t6 eliminate selected positions involved
primarily in production and development. The plan resulted in a charge for one-time termination ben-
efits relating to a headeount reduction of approximately 600 employees located primarily'in EMEA and

“
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the 1).S. These severance benefits were calculated pursuant to the terms of established employee protec-
tion plans, in dccordance with local statutory minimum requirements or individual employee contracts,

as applicable. - e : .

. Alil of the charge will be settled in cash. The Company pald approximately $12,220 during 2006 and the

remaining accrual balanice at December 31, 2006 was $166 All termination actions under this plan have

beLn completed by the end of 2006. . - ' .

C Severance
related
reserves

Charg,c at December 31,2004 ... .............. e e e e § 36,890
2004 WEHZAON « -« o o e et e e e e e e (452)
2005 utilizadon . . . . . B R {24,052)
2006 utilization . . . . . e e e o (12,220
Balance at December 31,2006, . . ..o e e $§ 166 -

The Company currently expects that the $166 balance remaining in the 2004 fourth quarter charge will
be utilized during the first quarter of 2007.

During the three months ended March 31, 2003, the Company recorded $37,220 of Severance, impair-
ment and other charges as a component of operating incorme. These charges were designed to further
streamline operations aid increase productivity through a worldwide reduction in headcount of
approximately 80 employees and charges related to impaired contracts and assets. The contract-related

- charges were for impaired data supply and data processing contacts pnmarlly n the Companys U.S. and

Japanese operatlons The asset write-downs portion of the 2003 chargu related to the Compmys deci-
sion to abandon certain products and as sich, certain compuiter software prlmanly in the U.S., Japan and

EMEA was written-down to its net realizable value.

T
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', Severance Contract Asset
relered related write-
reserves feserves . downs Toal
Chargeat March 31,2003 . .. .. ... ... ... ... ... ..., $9,958 §£22.307 £4.955 $£37.220
2003 ubZAtON - . . . o\ (6,197) (7.047)  (6,634)  (19.878)
2004 UBZAtON . . .« o o\ et (1,637) (3,614) — (5.251)
2005 WEHZALON « «  « + o eev et e (378) (6,747) — (7.125)
2006 unlization . .. ... e - (2,262) — {2,262)
Adjustments ... ... L P {1,7406) 67 - 1,679 —

Balince at December 31,2006 ... ... ... .. ... . 8 — $ 2,704 5§ — $ 2,704

Appm\lmately $9,958 of the 2003 charge related to a worldwide rcducnon n headcount of approxi-
mately 80 employees. These severance benefits were calculated pursuant to the terms of established
employee protection plans, in accordance with local statutory minimum requirements or individual
employee contracts, as applicable.

The cash portion of the 2003 charge amounted to $30,586, of which the: Company paid :li)proximqtely
$2,262, $7,125 and $5,251 during 2006, 2005 and 2004, respectively, related primarily to employee ter-
mination benefits and contract-related chqrgcs The remaining accrual of $2,704 at December 3, 2()06

relates to lease obhgatlons

The Company currently expects that the $2, 704 balance remaining in the 2003 first quarter charge will
be utilized during 2007.

-
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Druring the fourth quarter of 2001, the Company completed the assessment of its Competitive Fitness
Program. This program was designed to streamline operations, increase productivity and improve chent
service. In connection with this program, the Company recorded $§94,616 of Severance, impairment and
other charges during the fourth quarter of 2001 as a component of ()'p:erating income. As of December
31, 2006, approxiinatcly $3,478 remains to be utilized from 2007 to 2013 primarily related to severance
and lease payments.

Severance Contract Asser
related related wrire-
reserves reserves downs Total
Charge at December 31,2001 .. ... .. ... . ... ... ....... £39,652 E $26,324 $28,640 $94.616
2000 undization . .. ... e (3,692) (6,663) (27,887) (38,242)
2002 wtilization . . ... e e (26.277) (9,819) (1,474) {37,570)
2003 QEHZAGON . - - .« oo e (6,384) (2.720) @41) . (9.345)
2004 utihzation . . ... oL (455) (1,232) — (1,687)
2005 utiliéntio.n ..................................... (262) T (1,881 — (2,1l43)
2006 unlization . . ... ... L L e (269 I (1,887) — (2,151)
Adjustments . ... L - (688) - (274) 962 —

Balance at December 31,2006 . . ... ... ... . oL § 1,630 § 1848 ¢ — $ 3,478

The Company currently expects that the $3,478 balance rcmainin'é in the 2001 fourth quarter charge
will be utilized as follows:

Cash

Year Ended December 31, Outlays

2007 e e £1.976
2008 e e e e e e 262
2000 L e e e e [P e 262
2010 . 262
201 T T 262
Thereafter. . . ... e o 434
Total L e $3,478

Note 7. Minority Interests

"The Company consolidates the assets, liabilities, results of operations and cash flows of businesses and
investménts over which it has control (see Note 2). Third parties’ ownership interests are reflected as
minority interests on the Company’s financial statements. In July 2006, the Company, together with
two of its wholly-owned subsidiaries, entered into an Amended and Restated Agreement of Limited
Liability Company of IMS Health Licensing Associates, L.L.C. (the “Amended LLC Agreement™). The
Amended LLC Agreement governs the relationship between the Company, its subsidiaries and two
third-party investors with respect to their interests in IMS Health Licensing Assoctates, L.L.C. {the
“LLC™).The Company is the sole managing member of the LLC. Since 1997, the Company and/or

its subsidiaries, or their predecessors, have contributed assets to, and have held a controlling (currently
approximately 93%) interest in, the LLC, and the third-party investors have contnbuted $100,000 o,
and have held a minority (currently approximately 7%) interest in, the LLC. The third-party investor
contributions are réflected in Minority Interests in the Consolidated Statements of Financial Position.
The LLC is a separate and distinct legal entity that is in the business of licensing database assets and’
computer software. Under the terms of the Amended LLC Agreement, the third-party investors have the
right to take steps that would result in the liquidation of their membership interest in the LLC on June 30,
2009.This right may be accelerated if certain events occur as set forth in the Amended LLC Agreement.
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'Minority interest related to these subsidiaries 0f$4 517, 83,336 and $5,818 was recorded in Other

- On December 21, 2004, the Company and TriZetto entered into a share purchase agreement pursu- . .

- Note 9. Securities

" within Other Comprehensive Income as a component of Shareholders’ Equity. Typlcally these securi-

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
-Dollars and shares in thousands, except per share data. : - .
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income {expense}, net on the Consolidated Statements of Income in 2006, 2005 and 2004, respectively. .

1)ur1ngj1mnry 2005, the Company paid approxlmatcly $306, 000 to acquire the 50% interest in THA
not owned by IMS. The Company accounted for. this purchase as a step transaction and allocated the
purchase price to acquired mtanglble assets and goodwill. Prior to 2005, the Company consolidated the
results of IHA and recorded minority interest expense for the 50% not owned by the Conipany.

v B

= i . - a7

Note 8. Investments in Equity Investees

ant to which, the Company sold to TriZetto all of the 12,142,857 shares of Common Stock, par vilue

- $0.001 per share, of TriZetto owned by the’ Comp;my for anaggregate cash consideration of $81, 964.

The Company received $44,550 in December 2004 and the balance of $37,414 in January 2005. As -
such, the balance of $37.414 was included in Other current assets in the Company’s Consolidated

" Statements of Financial Position at December 31, 2004. As a result of the transactlon the Company
recorded a pre- -tax gain of §38,803 in 2004. : ‘

The investment in Trth:tto was accounted for. under the equnty method of accounting, The Company’s
share of the adjusted operating results of TriZetto for the year ended’ l)LCCHle[‘ 31, 2004 amounted to
income of $164, net of deferred taxes of $105. o

Securities and other investments include the Company’s investments in: a) publicly traded marketable
securitics; by direct equity investments in private companies, and ¢) limited partner interests in venture

capital partnerships. =~ | . ‘ . ' .

*'Marketable securities, principally consisting of equity securities, are Ll‘l‘ﬁlﬁed as available-for-sale. Such
_securities are carried at fair value, with the unrealized gains and losses, net of income taxes, reported

ties are distributed to the Company from venture capital partnerships in which it invests. The cost and
" estimated fair value of these securities were $1,033 and $1,237, respectively, at. Decembu 31,2006, and
£1,033 and $1, 083 rt.spentwely, at December 31 20()5 s

Direct equity investments in private companies and limited partmer interests in venture ‘capital partner-
ships are carried in the ﬁnancml statements at cost, which was §5,164 at December 31, 2006 and $4,206 '
at December 31,2005, On a quarterly basis, the Company monitors the realizable value of these invest-
ments and makes appropriate reductions in their carrymb values when a declme in value 15 deemed to’

be other-than-temporary. "~ : < -

After a compréhensive review of the publicly traded marketable securities and of the operating results,
financial position and future prospects of the investments made by the p1rmersh1ps management
concluded that thc declines in the value of the investmefits were other-thahs temporary in nature and
charges of $492 and $555 for the years ended Decémber 31, 2006 and 2005, respectively, have been
included in Gains fro‘m inv'e.st'ments, net in the Consolidated Statements of Income.

- . . -

The Company sold securiti-es from its available—for-sale portfolio and recorded a net pre-tax gain of
$3,588, $2,583 and $13, 747 during 2006, 2005:and 2004, respectively. These amounts were rccorded in
Gains from investments, net in the Comolldated St'ltuncnts of Income.
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Note 10. Financial Instruments .

.FOREIGN EXCHANGE RISK MANAGEMENT

The Company transacts business in more than 100 countries and is'subjcct o risks associated with
changing foreign exchange rates. The Company's objective is to reduce carnings and cash flow volatility
associated with foreign exchange rate changes. Accordingly, the Company enters into foreign currency
forward contracts to minimize the impact of foreign exchange movements on net income, non-U.S.
Dollar anticipated royalties, and on the value of non-functional currency assets and liabilities.

It is the Company’s policy to enter itito foreign currency transactions only to the extent necessary to
meet its objectives as stated above. The Company does not enter into foreign currency transactions for
investment or speculative purposes. The principal currencies hedged are the Euro, the Japanese Yen, the
British Pound; the. Swiss Franc and the Canadian Dollar. C

The impact of foreign exchange risk management activities on pre-tax income in 2006 was a net loss of
$6,074, a net gain of $29,800 in 2005 and a net loss of $894-in 2004. In addition, at December 31, 2006,
the Company had 1ppr0\1mate|y $556,049 in forclbn cxchange forward contracts outstanding with
various ;xplratlon dates through November 2007 rel.ltmg to non-U.S, Dollar anticipated royalties and
non- ~functional currency assets and labilities. Foreign exchangc forward contracts are recorded at esti-
mated fair value, The estimated fair values of the forward contracts are based on quoted market prices.

Unrealized and realized gains and losses on the contracts hedging net income and non-functional
currency assets and liabilities do not qualify for hedge accounting in accordance with SFAS 133
“Accounting for Derivative Instruments and Hedging Activities,” as amended by SFAS No. 138,
*Accounting for Certain Detivative Instruments and Cértain Hedging Activities,” and SFAS No. 149,
“Amendment of Statement 133 on Derivative Instruments and HcciginQActivities," (collectively, “SFAS
No. 133"), and therefore are not deferred and are included in the Consolidated Statements of Income in
Other income (expenscj, net. ‘ o, o0

Unrealized gains and losses on the contracts hedging non-U.S. Dollar anticipated royalties qualify
for hedge accounting under SFAS No. 133 and are therefore deferred and included in OCI “Orcher
Comprehenswe Income.”

FAIR VALUE OF FINANCIAL INSTRUMENTS

At December 31, 2006, the Company’s ﬁnancxal instruments included cash cash equnvalents receivables,
accounts payable and long-term debt. At December 31, 2006, the fair values of cash, cash equivalents,
receivables and accounts payable approximated carrying values due to the short-term nature of these
instrpmcnts.At Decemb‘er 31, 2006, the fair value of long-term debt approximated carrying value.

CREDIT CONCENTRATIO NS

The Company contmual]y monitors its positions with, and the credir quality of, the financial institutions
which are counterparties to its financial instruments and does not anticipate non-performance by the
counterparties: The Company would not realize a material loss as of December 31, 2006 in the event of
non-performance by any.one .counterparty. The Company enters into transactions only with financial
institution counterparties that have a credit. rating of A or better. In addition, the Company lumtsmhe
amount of credit e\apo*;ure with any one institution.

' e

- . .

The Company Mantains accounts receivable balances (3367, 413 and $297,302, net of 1Howances at -
December 31,2006 and 2005, respectively. See Note 18), principally from customers in the pharmaceu-
tical industry. The Company’s trade reccivables do not represent significant concentrations of credit risk
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at December 31, 2006°due to the high quahty ‘of its customers and their dispersion across many
geographlc areas.

LINES OF CREDIT .
The followmg table summarizes the Company’s long-term debt at December 31 2006 :md

December 31, 2005: .
I 2006 l 2005

'$147,181 |  $147.290

4.6% Private Placement Note, principal payment of $150,000
due January 2008, net of interest rate swaps of $(2,819) .t .
and $(2,710), respectively . ... ..
5.55% Private Placement Notes, principal payment of

150,000 due April 2016 L oL L e ﬁ 150,000 | —
1.70% Private Placement Note, principal payment of o ’ )
34,395,000 ]apanese‘l’en due January 2013, . ... ... ... I | 288,670 —
Revolving Credit Facﬂ.lry . ' )
Japanese Yen denominated borrowings at :weragc foating rates of approximatety 0. 83% . 249,097 371,924
Swiss Franc denominated borrowings at average floating rates of approximately 2.32% . - 59,258 92,217
U.S. Dollar denominated borrowings at average floating rates of approximately 6.50%. . M 31,200 —

Bank Term Loan, principal payment of $50,000 due
June, 2009 at average floating rate of approximately 5.60% . ... .

Total Long-Term Debt. . ... . o |

. 50,000 —
$975,406 | $611.431

.

In July 2006 thc Company entered into a $1,000,000 revolving credit facility with-a syndicate of 12
banks (“Revolving Credit Facility™) replacing its existing $700,000 Amended and Restated Facility (see
below). The terms of the Revolving Credit Facility extended the maturity of the-facility in its entirety
to a term of five years, maturing July 2011, reduced the borrowing margins, and increased subsidiary
borrowing limits. Total borrowings under the Revolving Credit Facility were $339,555 and $464,141 at
December.31, 2006 and December 31, 2005, respectively, all of which were classified as long-term. In
April 2004, the Company entered mto a $700,000 revolving credit facility with a syndlcate of 12 banks
" (the “Unsecured Facility”). The Unsecured Fac111ty replaced the Company’s lines of credit with several
domestic and international banks. On March 9, 2005, the Compmy renegotiated with the ﬂyndicate
of 12 banks to amend and restate the Unsecured Facility (the “Amended and Restated Facility”). The
terms of the Amended and Restated Facility extended the maturity of the facility in its entirety to a
term of five years, maturing March 2010, reduced the borrowing margins and increased subsidiary bor-
rowing limits. - r ' . :
The Company defines long-term lines as those where the lines are non- cancellable for more than
365 days from the balance sheet date by the financial institutions except for specified, objectively
measurable violations of the'provisions of the agreement. In general, rates for borrowing under the

‘Revolving Credit Faallty are LIBOR plus 30 basis points and can vary based on the Companys Debt

to EBITDA ratio. The wéighted average interést rates for the Company’s lines were 1- 61% and 0.62%
at December 31,2006 and December 31, 2005, respectively. In"addition, the Company i is required to
pay a commitment fee on any unused portion of the facilities of 0.075%. At December 31,2006, the

Company had approximately $660,444 available under its existing bank credit facilities. *

ln_lune 2006 the Company closed a $50,000 three year term loan with a bank. The term loan allows
the Company to borrow at a floating rate with a lower borrowing margin than the Company’s revolving
credit facility, and provides the Company with an option to extend the term up’to an additional two years.

'

The Company used the proceeds to reﬁnance e‘ﬂstmg debt borrowéd under the revolving credit facility.

I
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In April 2006, the Company closed a private placement transaction pursuant to which it issued
$150,000 of ten-year notes to two highly rated insurance companies at a fixed rate of 5.55%.The
Company used the proceeds to refinance existing debt of $150,000 drawn under a short term credit
agreement with a bank in January 2006.

In January 2006, the Company closed a private placement transaction pursuant to which its Japanese:
subsidiary issued 34,395 000 Japanese Yen seven-year debt (equal to $300,000 at date of issuance) to
several highly rated insurance companies at a fixed rate of 1.70%.The Company used the proceeds to
refinance existing debt in Japan borrowed under the Company’s Amended and Restated Facility.

in January 2003, the Company closed a private placement transaction pursuant to which it issued
$150,000 of five-year debt to several highly rated insurance companies at a fixed rate of 4.60%. The
Company used the proceeds to pay down short-term debt. The Company also swapped $100,000 of its
fixed rate debt to floating rate based on six-month LIBOR plus a margin of approximately 107 basis
points. The Company accounted for these swaps as fair value hedges under the provisions of SFAS No.
133, Accounting for Derivative Instruments and Hedging Activities.” The Company determined the -
fair values based on estimated prices quoted by financial institutions. The fair values of these swaps were

3(2,819) and $(2,710) as of December 31, 2006 and December 31, 2005, respectively.

In March and April 2002, the Company entered into interest rate swaps on a portion of its variable rate.
debt portfolio. These swaps matured in March 2005 and April 2006. The Company accounted for:the
interest rate swaps as cash flow hedges and recorded any changes in fair value in Other Comprehensive
Income. The Company determined the fair values based on estimated prices quoted by ﬁnancml institu-
tlons The fair values of these swaps were $(100) as of December 31, 2005.

The Company’ financing arrangements provide for certain covenants and events of default customary
for similar instruments, including in the case of its main bank arrangements, the private placement trans-
actions, and the term loan, covenants to maintain spectfic ratios of consolidated total indebtedness to .
EBITDA and of EBITDA to certain fixed charges. At December 31, 2006, the Company was in COIllp]l-
ance with these financial debt covenants,

Note 11. Pension and Postretirement Benefits

The Company sponsors both funded and unfunded defined benefit pension plans. These blans pro-

vide benefits based on various criteria, including, but not limited to, years of service and salary. The
Company also sponsors an unfurided postretirement benefit plan in the United States that provides
health and prescription drug benefits to retirees who meet the eligibility requirements. The Company
uses a December 31 measurement date for the majority of its pension and postretirement benefit plans.
The Company aggregates the disclosures of its U.S. and non-U.S. plans because the material assumptions
used for such plans are similar.

In September 2006, the FASB issued SFAS 158, which requires recognition of the funded status of pen-
sion and other postretirement benefit plans on the balance sheet. This statement amends and clarifies
the financial accounting and reporting guidance for defined benefit pension and other postretirement
plans. Under SFAS 158, gains and losses, prior service costs and credits, and any remaining transition
amounts under SFAS 87 and SFAS 106 that have not yet been recognized through net periodic benefit
cost will be recognized in AOCI, a component of shareholders’ equity, net of tax effects. The measure-
ment date, the date at which the benefit obligation and plan assets are measured, is rcqulred to be the .
company’s fiscal year end. SFAS 158 is effective for publicly-held companies for fiscal years cndmg after
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December 15, 2006, exceprt for the measurement date provisions, which are effective for fiscal years
- ending after December 15, 2008. Since the Company already utilizes a fiscal year end measurement date
for the majority of its plans, this particular provision does not niaterially affect.the financial statements.

‘The Company adopted SFAS 158 as of December 31, 2006.

The following table summarizes the effect of required changes in the additional mininium liability -
(“*AML”) as of December 31,2006 prior to the adoption of SFAS 158 as well as the impact of the initial
adoption of SFAS 158 on both pension and postretirement benefit plans. . :

© Assets:

Otherassets . .. ........... A
Total assets ... .............. .

Liabilities:

Accrued and other current labilities

December 31, AML,
2006 Adjustment
Prior to AML at December
and SFAS 138 3, 2006
Adjustments per SFAS 87

December 31,

2006
[nitial Post AML
Adoption of  and SFAS 158

SFAS 158 Adjustments

......... . % 327991 $ (11,005)
............. $1,962,770  $(11,005)

........ .. 8 254793 8 —

- Postretirement and postémploymcm benefits .. ... ... $ 111,045 $ (35,202)

Total labilities .. ............. .

" Sharcholdets’ equity: -

Minimum pension hability adjustment, net of taxes . . ..

Postretirement and postemployment
adjustinent {(SFAS No. 158)

Total shareholders’ equity

-

.......... oo 81,795,595 $(35,202)

§ (31,408} $ 24197

O 8 - 5 —

§(45171) § 271815
$(45,171) $1,906,594

$ 1879 § 256672
$ 10,003 § 85846
$ 11,882 $1,772,275

$§ 7211 % —

§(64,264) 'S (64.264)

.............. . § 66,765 § 24,197

$(57,053) § 33,909

The amounts in accumulated other comprehensive income that are expected to be recognized as com-

ponents of net periodic benefit cost (credit) during the next fiscal year are as follows:
- - ‘(;' - v

‘Net actuarial loss (gain) ... ..........

Prior service cost {credit)

Transition obligation (asset)
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Pension Other
Benefits Benefits Total
.................. .o 843560 8431 §4,787
16 36) (20)
9 — y
$4,381 $395, .  §4,776.
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The following tables summarize changes in the benefit obligation, the plan assets and the funded status
of the Company’s pension and postretirement benefit plans as well as the components of net periodic

benefit costs, including key assumptions.

Pension Benefits

Other Benefits

0

Obligations and Funded Status at December 31, 2006 : 2005 2006 . 2005
Change in benefit obligation . . -
Benefit obligation at beginning of year . ., ... ... ... .. $299,640 $269,111 $ 13,8064 § 11,352
Service coSt. . . ... ... e ) 1.2,11.1 11,666 . 23 51
IREETESE COSE. .. . oottt e e e 15,876 14,523 667 716
Foreign currency exchange adjustment . ... .. ... ... 20,469 (17,983} - — —
AMendimients. . .. ... : (12?) Mg - —
Plan participants’ contributions, . ... ... ... ... L. 1;-766‘ 1,801 ' 346 314
Actuarial (gain) loss . .. ... ... ... ... ..., .. 827 29,816 (1,349) 2,487
Benefits paid (net of Medicare subsidy of $54 in 2006). . . { .. (9,864) _5,757) (1,413) (1,114)
Settlements , .., ..... e *.(2,657) = = —
ACQUISIEIONs. . .. ... L 3 720 . — -
Benefit obliéa;ion arendofyear. ... .. L L $338,644 $299,640 $ 12,083 §- $§ 13,806
Change in plan assets . s
Fair value of plan assets at bebmnmg of year .. L. $311,001 $271,490 5 —| 8 —
Actual return onassets .. ... L. © T 37,745 26,599 : — —
Foreign currency exchangt: adjustment . .. ... 17,545 (10,989) — —
Emplover contributions . ... ... L. © 16,900 31,857 1,064 800
Plan participants’ contributions. ... .. .. ... .. .. .. ... 1,766 1,801 |- 349 314
Benefits paid (net of Medicare subsidy of $54 in 2006), . . (9.864) {(9,757) T (1,413) (1,114)
Settlements . .. ... ... " (1,090) - = —
Fair value of plan assets at end of year . . .. .. ... ... ... [ $374,003 $311,001 | 8§ -1 % _
Funded status .. ........ ... ... ... ..o 0.l ©.$ 35,359 $ 11,361 |- $(12,083)  $(13.806)
Unrecognized actuarial loss . .. ... ............... ‘nfa ‘93,750 .. . nfa -5,019
. Unrecognized prior service cost . . ... ............ .. n/a (729) . n/a (218)

Unrecognized net transition asset ... ... .. .. ... ...... in/fa 55| . n/a —
Contributions berween measurement .o . i ‘

andendof fiscal year .. .. ... ... oL L 119 — n/a n/a
Net amount recognized . .. . ................... $ 35,478 $104,327 | .- $(12,083) 8§ (9,005) .
Amounts recognized in the Consolidatéd ’ ‘

Statements of Financial Position consist of: )
Other assets. ... ... fiie (% 97279 simas| s - —] 8 —
Accrued and other current labilicies ..., ... ........ (1,8'7@) n/a (737) nfa
Postretirement and postemploymcm benefits. ... ... ... - (59,922)‘ (80,429) {1 1,366){ {9,005)
Intangible asset (Otherassers) . ... ... ... ... ... .. "an/a 403 n/a —
Accumulated other comprehcnswc income _ . e

(Minimum pension liabiliey) . ... .............. .- - n/a 46,855 n/a —
Netamount recognized . ... .., ... ... ... .. ... .. -8 35,478 l $ 104 327 I $(12, 083) $ (9,005)

The accumulated benefit obligation for all defined benefit pensmn plans was $317,767 and 5280 601 at

December 31, 2006, and 2005 respectively,

Information for pension plans_wuh an accumulated benefit

‘ - 2006 ’

obligation in excess of plan assets as of December 31, . 2005

Projected benefit obligation . . . ... ... "$226,901] . $196,847
Acctimulated benefit obligation ... ... .. ... .o " $206,967 | $178,400
Fairvalue of planassets . ... L . $165,064 | $125067
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Amounts recognized in accumulated other comprehensive income consist of: S
\ . "Pension ) Other
Benefits Bencfits
Additional Information as of December 31, 2006 2006
Net actuarial I0ss (§aI) . - -« -« .ottt e $83,314 $3,362 _
Priorservice cost {credit) ... ... ... .. e PP - (267) C {49 4 S ¥
Transition obligation (ASeT) . . ... ... ... «+ (56) . — o
Total L P | ss2,991 , - 53,313 |
Pension Benefits Other BAcncﬁtsr
Compeonents of Net Periodic Benefit T .
Cost for years ended Decembgr 3, ¢ 2006 2005 2004 2006 2005 2004
SCIVICE COSt. .\ s 1t et "$ 12,711 $ 11,666 $ 11,276 $ 23| 3. 51 5 92.
Interest cost. ... ........ P 15,876 14.523 12,865 667 716 769
Expected return on plan assets . ... ... .. (25,645) {22,051)  {19,036) - — —
Amortization of prior service cost (credic) . (2) (200 (226) (168) (987) (987}
Amortization of transition obligation . . .. 19 (2) {92) — — —
Amortization of net !oss .......... I 4,592 3,055 2,677 | 308 364 453
Settlement loss. . . . . D T 264 - — 1 — . — —
Net periodic benefitcost ... ....... ... $ 7,815 § 6991 § 7464 [ - - $.830] $144 § 327
ASSUMPTIONS
Pension Benefits ’ Other Benefits
Weighted average assumptions used to determine - :
benefit obligations at December 31, 2006 2005 2006 2008
BDiscount rate. . . ... .. .. e e e e 5.39% 5.15% 6.00% 5.75%
Rate of compensation increase . ... ............. . ... ... 3.49% 37%% {  n/a n/a
Pension Benefis " © Other Benefits
Weighted average assumptions used to
determine net periodic benefit cost for years :
ended December 31, 2006 2005 2004 2006 2005 2004
DiSCoUnt fate. . .. ... ... 5.15% 5.61% 5.77% 5.75% ] 6.00% 6.25%
Expected long-ternt return on plan assets , . . . . . ) 7.99% 8.33% B.32% n/a -F n/a ' n/a
Rate of compensation increase . . .......... .. 3.75% 3.73% 3.68% © n/a n‘a  n/a

In selecting an expected return on plan asset assumption, the Company considers the returns being
earned by the plan assets in the fund, the rates of return expected to be available for reinvestment and
long-term economic forecasts for the type of investments held by the plan. At January 1, 2007 the
expected return on plan assets for the U.S. pension plins is 8.50%, which is unchanged from the prior
year. Outside the U'S: the range of applicable expected rates of return is 0.21%~9.0% as of January 1,
2007, which has been reduced from a range of 0.42%—10.0% at January 1, 2006. The actual return on
plan assets will vary from year to year versus this assumption. The Company believes it is appropriate
o use lonb-term expected forecasts in selecung its expected retirn on plan assets. As such, there can
be no assurance that its actual return on plan assets will approximate the long-term cxpccted forecasts.
The expected return on assets and the actual return on assets were,$25,645 and $37, 745, respectively,
for the year ended Dcccmbcr 31, 2000.
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Assumed health core cost trend rates at December 31, : 2006 ] 2005 204
Health care cost trend rate assumed for next VEAr. oo . 10.0% 10.0% - 9.0%
Rate to which the cost wend rate is assumed to decline . '
(the ultimate trend rate} ... ... I . 5.0% 5.0% 5,0%
Year that the rate reaches the ultimate trend rate - . . oo ver o - 2012 2011 2011

Assumed health care cost trend rates have a significant effect on the amounts reported for the health
care plans. A one-percentage-point change in assumed health care cost trend rates would have the
. following effects:

1-Percentage-  1-Percentage-
Point Increase  Point Decrease

Effect on toral of service and interest cost ... ... . L 8 54 3 {46)’
Effect on postretirement benefit obligation ... ... ... . o oo o L $951 §(813)
PLAN ASSETS -

The Company’s pension plan weighted average asset allocations at December 31, 2006, and 2005, by
asset category, follows:

1.

E Plan Assets at December 31, 7
-Assgt Category . . R : 20(;6 ’ . 2005
E&{uity SECUEITICS L o o vt e e e e e F68% . 72%
Debe securities. .. ... .......... e .27 27
Reeal estate. . . o e e e -4 0
Othér . .ot ] e e s I TS SR
Total ............. U e T SR ool 100% | o0
The target asset allocation for the Company’s pension plans is as follows: - . .

Asset Category ) : i ", 2006 ]
Equity securities ... ... .. .. e e At 60-75%
Drebt securities ... e 25-30% .
Real estate . ..o e e e e 06-10%

L =) ’ 0-5%

The Company invests primarily in equity and debt securities that are within prudent levels of risk and
provide for ncccssary liquidity requirements. The long-term objéctives are to invest in vehicles that
provide a return th:u both limits the risk of plan assets failing to meet associated liabilities and mini-
mizes long-term expense. Thé majonty of the Company’s plan assets are measured quarterly against
benchmarks established by the Conipany’s investment advisors, and the Comp’my‘; Asset Man.lgcmcnt
Committee, who has thé authority to recommend changns-as deeined appropriate and reviews actual
performance. The Company periodically conducts asset liability modeling studies to ensure that the
investment strategy is aligned with the obligations of the plans and that the assets will generate income
and capital growth to meet the cost of current and future benefits that the plans provide. The pension -
plans do not include investments in Company stock at December 31, 2006 or 2005.

-
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CASH.FLOWS T )

- CONTRIBUTIONS. During fiscal 2006, the Company contnbuted approximately $17,964 to its pensions
and postretlrement benefit-plan which included voluntary contributions above the minimum require- -

ments for the pension plans. The Company currently expects to contribute, at a mmlrnum $7.875 o its

pensions and postretirement benefit plan during fiscal 2007. The Company may make. ‘additional contri-
butions into its pension plans in fiscal 2007 dependmg on, among other factors, how the funded status
of those plans changes and in order to meet minimum funding requirements as set forth in emplovee .
benefit and tax laws, plus addmonal amounts we may deem to be approprlate :

EST]MATED FUTURE BENEFIT PAYMENTS AND SUBSIDY RECEIPTS. The following beneﬁt payments (net of
expected participant contributions), which reflect expected future service and the Medicare Part D
" subsidy, receipts, are expected to be paid or received as follows:

. Expected
. ' Pension _ Orher Federal
.- Expécted benefit payments/ (subsidy receipts) Benefits Benefits Subsidy
20077 o R $ 9938 - § 717 $ (74)
2008, . e P L 10,263 - 748 87
2000 e e e 10,898 7 (100
C20100 RN 11,221 787 (112)
' 2011 e 11,478 815 {117)
“Years ‘22012—.2Q16 ........... B R R R 65,134 4,296 (663)

PLANS ACCOUNTED FOR UNDER APB OPINION NO. 12, “OMNIBUS OPINION—1967.” The Company provides
certain executives with supplemental pension benefits in accordance with their individual etnployment
c ' arrangements. As individual arrangements, thes€ pension benefits are accounted for under APB Opinion ~
- % 7@ No.-12 (which addresses accounting for deferred compensation contracts) and not SFAS No. 87,and as
A result, the tables of this Note 11 do not include the Company’s expense or obligation associated with
_providing these benefits. The Company’s obligation for these unfunded arrangements was $12,877 at

December 31, 2006 and $20,009 at December 31, 2005. The year-over-year decrease in the obligation -

reflects the retirement in 2006 of former Chairman, David Thonias, who received a lump=sum distribu-
“tion of his-pension benefit. Annual expense was-approximately $4,725, 85, 232 and $4,257 for the years
ended December 31, 2006 2005 and 2004, respectively. Thé discount rate and rate of compensatlon
. increase used to measure year-end obligations was 6.00% and 5.00%, respectlvely, as of Décember 31,
) 2006 and 5.75% and 5 00%, respectwely, as of December 31, 2005.

DEFINED CONTRIBUTION PLANS. Certain employees of the Company in the United States ofAmerlca

are eligible to participate in the Company sponsored defined contribution plan. The Company makes -

.a matchmg contribution-of up to 50% of the employee’s contribution based on specnﬁed limics of the
employees salary. The Companys expense related to this plan was approx1mately $3,873, $3,281 and
N . 82,998 for the years ended December 31, 2006, 2005 and 2004, respectively. Approx1mately 4% and 5%
o of total plan assets were invested in Company stock at December 31, 2006 and 2005, respecnvely

There are additional Company -sponsored defined contribution arrangements for employees of the
i ’ Comp:my residing in countries other than the United States. The Company is required to make contri-
e butions based on the spec1ﬁc requirements of the plans. The Company’s expense related to these plans
J',_‘ was approximately.$4,329, $4,536 and $4,557 for the years ended December 31, 2006, 2005 and 2004,
respectlvely None of the plan assets were mvested in Company stock at any time during 2006 or 2005
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Note 12. Stock-Based Compensation

Effective January 1, 2006; the Company adopted SFAS 123R. The Company elected to use the modi-
fied prospective transition method; therefore, prior period results were not retrospectively adjusted. Prior
to the adoption of SFAS 123R,, stock-based compensation expense. related to stock options was not, -
recognized in the results of operations if the exercise price was at least equal to the market value of the
Common Stock on the grant date, in accordance with APB 25.As a result, the recognition of stock-
based compensation expense was f,t.nemlly limited o the expense: attribured to restricted stock units
and stock option modifications.

SFAS 123R requires all share-based payments to employees, including grants of employee stock options,
to be recognized as compensation expense over the requisite service period (generally the vesting
period} in the consolidated financial stacements based on their fair values. For options with graded -
vesting, the Company values the stock option grants and recognizes compensation expense as if each
vesting portion of the award was part of the total award and not a separate award. Under the modi-

fied prospective method, awards that were granted, modified, or settled on or after January 1, 2006 are
meastred and accounted for in accordance with SFAS 123R. Unvested equity-classified awards that
were granted prior to January 1, 2006 will continue to be accounted for in accordance with the prow-
sions of SFAS 123, except that all awards are recognized in the results of operations over the rcmammg
vesting periods. SFAS 123R requires the recognition of stock-based compensation for the number of )
awards that are ultimately expected to vest. As a result, for most awards, recognized stock compensation
was reduced for estimated forfeitures prior to vesting primarily based on historical annuat forfeiture: s
rates. Estimated forfeitures. will be reassessed ini subseguent periods and may change based on néw facts
‘and circumstances. Prior to January 1, 2006, the Company accounted for stock options by estimat- -
ing forfeitures in the first threé quarters of the year and applying the full year actual forfeitures in the
fourth quarter of the year, as well as applying a forfeiture assuniption, and forfeitures were recogmzed -
as they occurred for restricted stock grants. The Company has elected to follow the transition guidance
put forth in paragraph 81 of SFAS 123R for the purpose of calculating the pool of excess tax benefits
available to absorb tax deficiencies recognized subsequent to the adoption of SFAS 123R.. Under this
method, the pool of excess tax benefits is calculated by including the net excess tax benefits that would
have qualified.as such had the entity adopted SFAS 123 for recognition purposes. In addition, realized
tax benefits in excess of amounts recognized in the Consolidated Statements of Income aré recogmzed
as a financing activity rather than an operating activity subsequent to. SFAS 123[{ adoptlon for purposes
of the Consolidated Statement of Cash Flow‘;

The Company maintains four Stock Incentive Plans, which prox;ide for the grant of stock options,
restricted stock and restricted stock units to eligible employees and Non-Employee Directors. At
December 31, 2006, there were 59,279 shares of Common Stock reserved for issuance under all of

the Company’s stock plans, of which 14,058 shares are still available for future grants, Common Stock
reserved for issuance includes 18,448 shares from the 2000 Stock Incentive Plan, which the Board of - '
Directors approved during 2000, 36,484 shares from the 1998 Employees’ Stock [ncenuive Plan, 29,784 .
of which was approved by the shareholders during 1998 and 6,700 of which were approved by the
shareholders in May 2006, 3,437 shares from the 1‘9.98 Employees’ Stock Purchase Plan, which was
-approved by the shareholders during 1998, and 910 shares from the 1998 Non-Employee Directors’
Stock Incentive Plan, 410 shares of which were approved by the'shareholders during 1998 and an addi’
tional 500 shares of which weré approved by the shareholders in May 2003. Historically, stock-options
have been granted to broad groups of employees on a discretionary basis. Beginaing in fiscal 2006, -
employees are generally eligible to receive restricted stock units with a service condition of four years
instead of stock options with a service condition of three years. Certain senior employees will continue
to be eligible to receive restricted stock units which contain both performance and service conditions.
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The Employee Stock Purchase Plan (“ESPP”) was originally adopted in 1998 with a quarterly purchase

period and a price equal to the lesser of 90% of the fair market value on the first trading day or the last

trading day of the period. The Company amended its Employee Stock Purchase Plan in 2001 to allow

employees to purchase a imited amount of Common Stock at the end of each six-month period at a

price equal to the lesser of 85% of fair market value on (a) the first trading day of the period, or (b) the

last trading day of the period. Beginning with the first purchase of 2006, thie plan has been amended to

allow employees to purchase a limited amount of Common Stock at the end of each six-month period

at a price equal to 85% of the fair market value on the last trading day of the period. Fair market value

is defined as the average of the high and low prices of the shares on the relevant day. The 15% discount .

T stiDe s ekt A P A B K

e e L

Cm b e miopediny

makes the plan compensatory under SFAS 123R.

Stock options are granted with an exercise price equal to the fair market value of a share of Common
Stock on the date of grant. Stock options expire within five; seven, or ten years and generally vest
ratably over three years for employees and one to three years for non-employee directors. The vest-
ing périod and option term for grants to employees is at the discretion of the Human Resources
Committee of the Board of Directors.

. . ,
Régripféc} stock units are granted at a price equal to the fair market value of a share of Common
Stock on the date of grant. Restricted stock units with service vesting generally vest ratably over three
to four years. The vesting period for grants to employees is at the discretion of the Human Resourceﬂ
Committee of the Board of Directors.

' Participation in the Performance Restricted Stock Units program (“PERS”) under wh:ch performance
restricted stock units are granted, is limited to key senior executives. The target award is denominated
in cash and is equal to each eligible executive’s annual incentive target. These awards are subject to fair
value adjustments for any changes in the underlying:market.value of the Company’s Common Stock
until the end of the performance period. The performance period is one year during which perfor-
mance against the established financial criterion is measured. The actual award is quantified and granted
to eligible employees in restricted stock units at the February Human Résources Comunittee of the
Board of Directors meeting in the year following the one year performance period. Upon grant, there
is an additional two year cliff vest service requirement which begins on the first business day of the year.
following the performance period. If performance criterion is not met, the award is forfeited and no
restricted stock units are granted. The restrictéd stock units granted are determined using the fair market
value based on the average high/]ow stock price for the last 20 business days of the performance period
in accordance with the PERS program. Performance awards are granted at a price equal to the fair mar-
ket value of a share of Common Stock on the daté of grant.

Participation in the LongTerm Incentive program (“LTI”), under which performance restricted stock
units are granted, is at the CEQ’s discretion with-participants varying from year to year. The target
awards, by person, are approved by the Human Resources Committee of the Company’s Board of
Directors prior to the end of the first quarter of the performance cycle. The target award is denomi-
nated 50% in cash, or in un-restricted shares of stock at the fair market value of IMS Common Stock
on the day of grant, which are payable after the two year performance period. The remaining 50% is
payable in restricted stock units, which are granted after the two year performance period with an addi-
tional two year cliff vest service requirement. A restricted stock unit, if earned, may only be settled by
issuance or delivery of a share, These awards are subject to fair value adjustments for any changes in the
underlying market value of the Company’s Common Stock until the end of the two year performance
period. At the end of the performance period, achievement against the established financial criterion

is measured and the actual payout percentage is quantified and approved by the Human Resources
Committee of the Board of Directors following approval of year end results by the Board of Directors.
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If performance criterion is not met, the award is forfeited and no restricted stock units are granted, or

cash paid. The restricted stock units granted are determined using the fair market value based on the

average high/low stock price for the last 20 business days of the year prior to the beginning of the per-

formance period in accordance with the LTI plan document. Performance awards are granted at a price
. equal to the fair market value of a share of Comnion Stock on the date of grant.

The following table summarizes activity of stock options for the periods indicated:

Weighted
Average Weightid .
Exercise Average Aggregate
Price Per . Remaining Intrinsic
Shares ; Share Term Value
Options Outstanding, December 31,2003, ..., ... .. ... ... 37,021 £20.89
Granted. . . ... ... 6,003 $23.90
Exercised. .. (5,598) $17.25
Forfeited . ... ... ... ... ... . ..., e I (1.020y °  $13.89
Cancelled . ... ... ... . ... ... . . . . ... ... (906) §27.50
Options Questanding, December 31,2004, .. .. ... ... ... 35,500 $21.86
Granted. . . ... ... e e 4,813 $24.12
Exercised. . . ... ............... ... [ (8,726) $18.97
Forfeited . . ..o o oo oo (575) $20.63
Cancelled . ...~ ... (028 $26.93
Options Outstandmg, December 31 2005 ...... e 29,984 - T$22.91
Granted..... 2% .. ... . S oL 1 82454
Exer(:lsed ..... e e L (6,161) - $19.36
Forfe-ted ..... EODR S . Ci.. (699) . | $23.58 .
!Cance]led ” e T R T (1,739) $28.93 ,
}Optlons Outstnndmg, Decembcr 31,2006 7. ... 21,396 7 .:$23.43 . 337, $99,198 -
!Optlons Vested or Expected to Vest, December 31, 2006 21,069 . $23.42 334 . $98,030
Exerc:sable December 31,2006, .. ..., ... .. L., 17,039 . §23.27 C2.97 - $83,480

The intrinsic value for stock options is calculated based on the exercise prlce of the underlying awards
and the market price of the Company’s Common Stock as of the end of the pertod. As of December
31, 2006, approximately $16,312 of unrecognized stock compensation expense related to unvested stock
options (net of estimated forfeitures) is expected to be recognized over a weighted-average period of
approximately 1 year. As of December 31, 2005, approximately $41,489 of unrecognized stock com-
pensation expense telated 1o unvested stock options (net of estimated forfeitures) was expected 1o

be recognized over a weighted-average period of 1.60 years. Proceeds received from the exercise of
stock options was $119,257 for the year ended December 31, 2006, and $165,567 for the year ended
December 31, 2005.The intrinsic value of stock options that were exercised was $49,208 for the year
ended December 31, 2006, the majority of which is currcntly deductible for tax purposes, and $63,815
for the year ended December 31, 2005,

The fair value ofstock optiom was: estimated using the Black-Scholes option-pricing model. This
model requires the input of sub_]ectlve assumptions that will usually have a significant impact on the fair
value estimate. The assumptions for the current period grants were developed based on SFAS 123R and
SEC gmdance contained in SAB 107.
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The following table summarizes the weighted average assumptions used to compute the weighted aver-
“age fair value of stock option grants: -

= B T e e T i, e G T e A e Y o I e Ty e T i RO T S B

Year Ended . ;
December 31,
" 2006 2005
Dividend Yield . ... .... e S . 0.5% 0.3%
Weighted AverageVolatility. . ... ... .. 29.4% 29.6%
Risk Free Interest RAle . .. oo oottt e e 7 4.49% 3.87%
Expected TEXMI .. .o\ i et =] 4.39 years 4.39 years
Weighted Average Fair Value of Options Granted. . ... ... $ 7.82 § 746
Weighted Average Grant Price ... ... .o $24.54 ] .$24.12
« The dividend yield is equal to the annualized dividend divided by the closing stock price on the .
date of payment. The increase in the dividend yleld from 2005 to 2006 was due to a $0.01 per
share increase in the quarterly dividend payment. An increase in the dividend yield will decrease
stock compensation expense. ' 1}
. ki
+ The weighted average volatility for the current periods was developed using historical volatilicy "
for periods equal to the expected life of the options. An increase in the weighted average volatility i
assumption will increase stock compensation expemc e
i
« The risk-free interest rate was developed using the U.8. Treasury yield curve for perlods equal to |
the expected life of the options on the grant date. An increase in the risk-free interest rate will | ‘t
increase stock compensation expense. ‘ ' .
!
» The expected term for the current period and prior period grants was estimated by reviewing i
the historical exercise experience of a fully vested material grant that was close to maturity. An - 1
" increase in the expected holding period will increase stock’compensation expense. '
The following table summarizes activity of restricted stock units with service conditions.: ) {
. . i
Weighted ) 4 H
Averuge Aggregate - H
Grant Darc Intrinsic L. f
Shares I FairValue Value i
: . A ;
Unvested, December 31,2003 ... ... ... .o 411 $19.65 o b
- : - . - "
Granted. . .o .. e 38 §24.39 ) 7 3
VESTE .« 0 o e e e e e e o (29) $20.79 . ;
- Forfeited .. ... .. .. e [P o {109) $19.37
Unvested, Deceinber 31,2004 .. ... ... . oo e 410 $20.01
GaMed. o\ oottt 153 $24.46 :
Y O P I ¢ 8 ) $24.41 ‘
Forfeited . . ... ... .. e 0 $0.00 e 5
r B f ) . . i
Unvested, December 31,2005 .} . ... ......... [ . 444 $20.30 ¢ .
Granted. . .. .. PUCURR L O D - 1,386 $26.12 . :
Vested .. .......ooonnn T ST O 217 $22.03 |- - o
Forfeited .. ....... Ceeen [ e . (55) $25.79 { : :
Unvested, December 31,2006 ............. [EPP S 1,558 S25.04  S43,065 | .
.- Vested or Expected to Vest, . ] - - :
l December 31,2006 . .. ... .. [ L R LR . 1,397 $24.92 $38,603 l
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The intrinsic value for restricted stock units is ‘calculated based on the market price of the Company’s
Common Stock as of the end of the period. As of Deééember 31, 2006, approximately $26,445 of
unrecognized stock compensation expense related to unvested restricted stock units (net of estimated °

- forfeltureq) s expected to be recogriized over a weighted-average period of 3.00 years. As of December
31, 2005, approximately $2,193 of unrecogmzed stock compensation expense related to unvested:
restricted stock units was expected to be recognized over a weighted-average period of 1.96 years. The
total fair value of restricted stock units with-service conditions whlch vested during the periods ended
December 31, 2006 and 2005 was $4,467 and $2 8()2 respectlvely

’

The following table summarizes activity of restricted stock units with performance condinions.

Weighted
Average Aggregate
Grant Date "ntrinsic
Shares Fair Value Value
Unvested, December 31,2003 .. ... ... . .. ... ... 106 $17.82
Granted. .. ............... T 156 $23.19
Vested . . ..o P 0 § 0.00
Forfeited . . . .. . e 21 $21.63
Unvested, December 31,2004 . . . . .. .. . + 241 $ 2096
Granted. .. ... 194 $20.62 i
Vested . . e 53 $18.97
Forfeited. . ... . ... ... ... . P (7) $17.72
Unvested December 31 2005 . ... .. N e s Te 7375 $21.12.
Granted ..... 1 ...... e 154 §24.53
Vested ...... AT S L S (181) . $21.76
Forfelted SRR LR e e R ) $24.08 ;
Unvested December 31,2006 ... ..., e . 320 . $22.14 ,  $8,854 I
Vested or Expected to Vest, .~ R . a— — - K
' December 31,2006 ... ............. e e : +308 . .$22.16° + - :$8,504 I
. E

The intrinsic value for restricted stock units with performance conditions is calculated. based on the

. . market price of the Company’s Common Stock is of the end of the period. As of December 31,2006,
approximately $1,145 of unrecognized stock compensation expense related to unvested restricted stock’
units {net-of esnmated forfeitures) is expected to be recognized over a weighted-average period of 1.00,
year. As of December 31, 2005, approximately $1,939 of unrecognized stock .compensation related
to unvested restricted stock units with performance conditions was expected to be récognized over a
weighted-average period of 1.00 year. The total fair value of restricted stock units with performarice
conditions which vested during the periods ended December 31, 2006 and 2005 was $5,570 and
81,231, respectively.
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, T i The followmg table summarlzes the pro forma effect of stack- based compensatlon as if the falr value method
) of accounting for stock compensatlon had been apphed ST .
-0 r‘ . i A - Year ended . Year ended
- - . : o v " December 31, December 31,
e i, . . . ) ¢ . 2005 2004
“Net Income: As. reported S L S SR 5284,091T_' $285,422.
o . Add: Stock- based employee compemarmn expense g . . ’ )
included in reported het income,netof tax. . ... ... ... . ..... - 4,008 2,875
Deduct:Total stock-based employee co'mpens'atibn expense ‘ o ) S
' - " under-fair value method for all awards, net of tax . . ... ... .... . (29,829) (26,238) - .7
. . Pro foTma .. ... ... . §258,270  $262,059 -
-Earpin.gs'Per Share: . .
" " Basic . Asreported . .. ... ... ... oL e $ 124 3 122
LY y Proforma ................. S $ 113 % 112
| CT Diluted Asreported . .. ................ e e $ 122 % 120
‘ ce R Proformia . ............. O - $ 111§ 110
I - .7
I The followmg table summarizes the components and clasmﬁcatlon of stock-based compensatlon
B : expense in 2006: . . . : -
' - o - - . ) - -
: R +F Year Ended
. ’ - Deceltiber 31
. ; [ 2006
ST Stock OPHONS. L e e o R - $30,022
: . Restricted Stock Units. <. .. . e e S I S 11 842>
) - E.mployee Stock Purchase Plan ................... O L Tl o 914:
' * Toul Stock Based Compematlon E\(pcnse ............ e ’ [-_ $42 778
i e R o . . : > . PR
ot Operating COsts L G . *$ 6 728
Selhng3 &Admlmstratwe Expenses A R K 736, 050 -
Tota] Stock-Based Compensanon Expense e i U ! . %‘!2,77§ .
Tax Bt;%l?ﬁt. on Stock—Based Compeiisation Expense >3 .. ... ..o, e T8 1},013 i Bt
RN The tax bcncﬁt realized on 1 stock options exercised and restricted stock 1ssued For the year ended
, Dccembcr 31, 2006 was $18; 245 ' :
i - The followmg table shows the 1mpact on results of operations for the year ended Dcccmbcr 31 2006 as _,'
p .a result ofadoptmg SFAS 123R instead of continuing to account for share-based awards under APB 25
* - Year Ended
) December 31
bs . 20067
.. . g .
Reductlon in Income from Continuing Operatlons. S e e ':‘,"(‘3_3?,753 ‘
- Reductiofi in ll’)COﬂlL Before Iicome Taxes. . .. .. ... ... e e e ‘339 753 ]
Tl ReductlonmNetIncome,.............:ﬁ.‘........‘ ................................. : $27804
- ReducmonmB.mcEammgsPerShare...'..‘...‘...._..:.:.' .............. PP S $, 014 e
: _Redpcuon in Diluted Earnings PerShare .. .. ... ... .. e SR R > '$ wj_0.13 3 __4'
: - During 2006, realized tax benefits in excess of amounts recognized in the Consolidated Statemcnts of
| lncome equial-to $6, 509 were recognized as a financing activity rather than an operating act1v1ty for
- purposes of the Consohdated Statement of Cash Flows : 7
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The Company satisfies stock option exercises, vested restricted stock units and ESPP shares with -
- repurchased treasury stock on hand. For further information regarding the Company’s share repurchase
programs and shares available for repurchase under such programs, see Note 15. .

-. . . . - e

Note 13. Income Taxes

Income from continuing operations before provision for income taxes consisted of:

2006 l 2005 CTe 2004

U, $277,677 |$293,734 8248489 -
NO-US. Lottt 171,068 .| 160,519 165950

$448,745 | $454,253 $414,439 -

FRPRRS

l 3.006 1 2005 2004 .
ULS. Federal and State: - -

o SRR Lt s 84,124 18133820 S 69,616
Deferred . ..o o sesr | 1980 14,978

The provision (benefir) for income taxes consisted of:

|$ 76,578 [$153700 © $784594:

Non-U.S.:

CUITeNt . . . o e e e L1 8 47367 $ 11,636 § 46,023 .
Deferred - o . 9,289 4826 - (1,436)
| 56,656 16,462 44,587
Total -+ et e [ $133,234 ] $170,162 - $129,181

e

The following table summarizes the mgmﬁcant dxffercnce: between the U.S. Federal statutory taxes and -

the Company’s provision for income taxes for consolidated financial statement purpo‘;es :
I 2006 l 2005 2004
Tax Expense at Scatutory Rate . e o 35.0% ' 35.0% 35.0% EOR
State and Local Income Taxes, net of Federal Tax Bcncﬁt ..... e .3 § 7 12 117«
Impact of Non-U.8, Tax Rates and Credit, ... ., e e o (1.2) (=27 (3.4)
AJCATAXES . .. vttt e et e e et T . - 8.9 —r
U.S. Audit Settlements . . . ... ..... e el — - 38
Non-U.S. Audit Scttl_ements .............. O, RS - o= 6.4} e
Pre-Spin Liabtlity, . .. ......... N T LI ) — —
Unremitted Earnmgs ..................... P . 6.2 — b
Amorozatdon of US. Intangibles, .. .. ... L L Lo B 5 Y ) R WL "1
Other, et . ..o et LB 0.5 ‘1.2
Total TAXES. . . oo\ oot ol 29% 37.5% 31.2%

In 2006, the Company’s eftective tax ra.te,of 29.7% was imp:lcted by approximately $69,200 primarily .
due to a favorable U.S. partnership audit settlement for the tax’years 1998 through-2003 and a fﬁvor’-—:
able U.S. corporate audit settlement of approximately $17,600 for the tax years 2000 through 2003.

The effective tax rate was also impacted by approximately $27,650 of tax-expense associated with a
reorganization of certain non-U.S. subsidiaries, of which approximarely 86,200 was incurred in the
fourth quarter. Further, approximately $24,900 of tax expense was recorded in 2006 related to disputes -,
between the Company and NMR,, on the one hand, and Donnelley and certain of its former affiliates ;
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on the other hand, as to the proper interpretation, and allocation, of tax liabilities under the 1996 Spin--
Off agreements (see' Note 16). + : R

In 2005, the Company’s effective tax rate of 37.5% was reduced compared to 2004 primarily due to a

favorable non-U.S. audit settlement of approxnmately $29,200. The effective tax rate for 2005 was also

impacted by $40,600 of tax expense from the repatrntlon of $647,000 of foreign earnings back to the
- U.S. during 2005 under the American Jobs Creation Act.of 2004 (“AJCA”").

PR M (RNOUE SURRFCIES U NP R ST N

[T PR

In 2004, the Con.nl-a:lmy’s éffective tax rate of 31.2% was decreased by approximately $15,100 primarily
due to.a-favorable partial U.S. audit settlement.

The Company’s deferred tax assets (labilities) are comprised of the following at December 31:

2006 l 2005

Deferred Tax Asscs: )

Non-US. Intangibles . ... .. ... . i $ 45,176 § 44,629

. Securities and Other l-nves_tments ........................ ‘ C ......... . o 7,135 13,316
Net Operating LOsses . . .. ... ... .. e 33,164 39,537
Equity Compensation. . .............. ... ....... e 8,648 0
Accrued Liabilities . ......... .. . e e 558 1,322

] 94,681 95,804

Valuation Allow:mcg e (21,078) (24,193)

73,603 | 71,611

Deferred Tax Liabilities: . .

Computer SOWATE . .. ... .o (76,673) (78,887) -
Undistuributed Earnings. ... ... ..o o (27,650} 0
Deferred Revenues |, 7., .. .. .. o . P (10,529} } (15,424)

- Employee Benefits . ... ... .. R (14,542) | (10,772)
Depreciation . ........... [ e (4,095) {6,010)
Other .05 e e e (11,084) (11,105)

- | (144,573) (122,198) -

Net Deferred Tax Liabilicy . . . .. e e e e e e I ] $ (70,970) [ $ (50,587)

The 2006 and 2005 net deferred tax liability consists of a current deferred tax asset of $30,995 and
$31,849, a non-current deferred tax asset'of $38,691 and $48,414,a current deferred tax lability of

. 87, 238 and $8,627, and a non-current deferred tax liability included in Other liabilities of $133,418 and

§122,223, respectively. Also included in.Other liabilities are certain income tax labilities of $21,700

deemed to be long-term in nature. See Notes 2 and 16.

-. The Company has federal, state and local, :md non-U.S. tax loss carryforwards, the tax effect of which
was $33,164 as of December 31, 2006. Of this amount, $9,772 have an indefinite carryforward period,
$324 will expire in 2007 and the remaining $23,068 expire at various times between 2008 and 2026.

The Conipany established a valuation allowance against state and local and non-U.S. net operating losses

- of $21,078 in 2006, $24,193 in 2005 and 512 382 in 2004, that based on available ev1dence are more

likely than not to expire before they can be utilized.

Undistributed earnings of non-U.S. subszdlarles aggregated approximately $849,700 at December 31,
2006. As of December 31, 2006, the Company maintained its intention to indefinitely reinvest all but
approximately.$105,000,of earnings in Switzerland. The Company has accrued approximately $27,650
of tax expense on this amount. Deferred tax liabilities for U.S. federal income.taxes have not been
recognized for the remaining $744,700 of undistributed earnings. It is not currently practicable to

determine the amount of applicable taxes on this amount,
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Note 14. Commitments

The Company’s contractual obligations include facility leases, agreements to purchase data-and telecom-
munications services, leases of certain computer and other equipment and projected penston and other
postretirement benefit plan contributions. At December 31, 2006, thc nminimum anmual payment under
these agreements and other contracts that have initial or remaining non- cancelable terms in excess of
one year are as listed in the following table:

Year
2007 2008 2009 2010 2011 Thereafter Total
Operating Leases! . ... ..., .., $ 29845 8 27,198 § 23,818 § 20,785 § 19,662 § 52,689 § 173,997
I7ata Acquiisition and : S

Telecommunication Services?. . 146,530 93,784 65,758 55,205 ° 32,667 3,071 397,15
Computer and Other f :

Equipment Leases?. . .. .. ... 22,522 18,519 9,140 3,718 1,234 879 56,012
Projected Pension and

Onher Postretirement -

Benefit Plan Contributions®. . | 7.875 — -— — — —. " 7.875
Long-term Debt5. ... ... ... 25,463 169,257 18,693 18,693 405,517 451,901 1,089,524
Orther Long-term Liabilities . )

Reflected on Consolidated )

Balance Sheets . .. .. ... ... . 11,840 11,186 11,831 12,158 12,438 69,221 128,674
Total .. ... L. $244075  $319,944  $129240 $110,559 §471518 $577.761 $1,853,097
I Rental expenise under real estate operating leases for the years 2006, 2005 and 2004 was $26,073, $24,107 and $22, 70() respectively.

2 Expense under data and telecommumnications murmrlsﬁlr the years 2006, 2003 and 2004 was $145,082, $139,652 and $137,415, respectively.
3 Rental expense under computer and other equipent leases for the years 2006, 2005 and 2004 was $23,021, $19,912 and $18,422, respectively.

These leases are frequently renegotiated or arhmmsr changed as admncemems in computer technology produce opportunities to fower costs and unpmw
prrformane. '

4 The Company's contributions to pt’nsmn and orhrr postretirement bem;ﬁ: plans for the years 2006, 2005 and 2004 were $17,964, $32,657 and *
835,930, respectively. The estimated contribution amovnt shown for 2007 includes both required and discretionary contributions o funded plans as'
well as benefit payments from wnfusded plans. The niajority. of the expected contribution shown jor 2007 is required.

5 Amounts vepresent the principal balance plus estimated interesi expense under the Company’s long-term debr (see Note 1 G)

6 Includes estimated futire funding requirements related to pension and pestretirement bengfits (see Note 11) and the long-term portions of the 2001
severance, impairment and other charges (sce Note 6). As the timing of fietwre cash ontflows is unceriain, the follawing long-term Habilities (and related
balances) are exclided from the above table: log-term r1ax Yabilities (821, 700), doferred taxes ($133,417) and other sundry items ($11,530).

Under the terms of certain purchase agreements related to acquisitions made since 2002, the Company
may be required to pay additional amounts as contingent consideration based on the achievement of
certain performance related targets during 2006 through'ZOO‘). Substantially all of these additional pay-
ments will be recorded as goodwill in accordance with EITF No. 95-8,“Accounting for Contingent
Consideration Paid to the Shareholders of an Acquired Enterprise in a Purchase Business Combination.”
As of December 31, 2006, approximately $47,000 had been earned under these contingencies. Based on
current estimates, the Company expects that additional contingent payments under these agreements
may total approximately $21,000. It is expected that these contingent payments will be resolved within
a specified time period after the end of each respective calendar year from 2006 through 2009,
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~Note 15. IMS- Health Capital Stock

* The Company’s, share repurch ase program has been developed to buy opportunistically, when the

Cowmpany beheves that-its share price provrdes it wrth an attractive use of its cash flow and debt capacity.

-On _]anuary 29, 2007 the company purchased 6, 135 shares of outstandmg Common Stock dt an 1mt1al
cost of 1pprommately $170,000 pursuanr to an accelerated share repurchase program (‘ ASR ) See
Note 20:

On December 19 2006 the Board of Directors authorized a stock repurchase program o buy up to
- 10,000 shares. As of December 31, 2006, 10,000 shares remained available for repurchase under the
Deccmber 2006 program:

».
~,

Ou J"muary 25, 2006, the Board of Directors :lllthOI‘lZLd a stock repurchase program to buy up to
30,000 shares. As of Decémber 31, 2006 6, 444 shares remained .wallable for repurchase under the

January 2006 program

*On November 16, 2()03 the Board of Directors authorized a stock repurchase program to buy up to
10,000 shares This program was completéd in February 2006 at a total cost of $251,619,

On December 14, 2004, the Board of Directors Huthorized a stock repurchase program to buy up to
10,000 shares. This program was completed in January 2006 at a total cost of $242,680.

On February 10, 2004 the Board of Directors authorized a stock repurchase program to buy up to
* 10,004 shares. Thls progr.lm “Was comp]eted in Janu 1ry 2005 at a total cost of$232 770.

On April 15, 2003 the Board of Directors authorized a stock: repurchase program to buy up to 10,000
shares. ThlS prograii was completed in May 2004 at 2 total cost of $243,520.

Durm;, 2006, the Company repurchased appro‘clmately 33, 931 shares of outstanding Common Stock
under these programs at a total cost of $880, 407, including the repurchase of 25,000 shares on January .
30, 2006 pursuant to an ASR. During 2005, the Company repurchased approximately 10,213 shares
of outstanding Common Stock under these programs at a. total cost of $246,507. During 2004, the
Company repurchased approximately 15,000 shares of outstanding Common Stock under these pro-
~grams at a total cost of $362, 6‘39 including the repurchase 0F4 ,600 shares on _]anmry 9, 2004 pursuant

© toan ASR

Shares acquired through the Company’s repurchase programs ‘described above are open-market pur-

chases or privately negotlated transactions in comphance with SEC Rule i0b-18, wrth the exception of ~°

" purchases pursuant to the 2006 and 2()07 ASR

Under the Company’s Restated Ceruficate of Incorporanon as amended, the Company has authority -
~ to.issue 820,000 shares with a par value of $.01 per share of which 800, 000 represent shares of
.‘ Common Stock, 10,000 represent shares of preferred stock and 10,000 represent shares of Series
Common Stock. The preferred and series Common Stock can be issued with varymij terims, as deter-

", mined by the Board of Directors. : .
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Dollars and shares in thousands, except per share dara.

Note 16. Contingencies -
The Company and its subsidiaries are mvolvcd in legal and tax pmceedmgs, claims and lmgauon aris-
ing in the ordinary course of business, Management periodically assesses the Company’s llabllmes and
contingencies in connection with these matters based upon the latest information available. For those
matters where management currently believes it is probable that the Company will incur a loss and that
the prob'xble loss or range of loss can be reasonably estimated, the Company has recorded reserves in the
Consolidated Financial Stateniets based on its best estifates of such loss. In other instarices, bccause of
the uncertainties related to either the probable outcome or the unount or range ofloss management

is unable to make a reasonable estimate of a liabilicy, if any. However evert in many instances- where” the .
Compzmy has recorded a feserve, the Company is unable to predlct with certainty the final outcome -

of the matter or whether resolution of the matter will nnrr:rlally affect the Companys results of opera—
tions, financial position or cash Bows. As additional mformatlon becomes avaﬂable l:he Company ad_]usts
its dssessment and estimates of such liabilities "\ccordm;,ly .

The Comp;my routmely enters into agreements wuh its suppllcrs to acqmre data and wnth 1LS-CUSLOMETS
to sell data, all in the normal course of business. In these agreements, the Company sometimes agrees
"o indemmiify and hold h\rmles‘s the other party for any damabes such other party may suffet as a result
of potential incellectual properry infringement and other claims related to' the use of the data. These
indeinities typically have terms ofnpproxlmatt_ly two years. The Company has not accrued a llablllty
with respect to these MARErs, as the exposure is c01151dered remote.

In connection, with the agreements (the “LLC Agreemcntq b) governmg the relationship among the
Company and two of its subsidiaries and two third- -party investors with respect to IMS Health Licensing
ASSOCI’lEC‘; L.L.C., the Company also entered mto a &,mranty agreement. Under’ the terms of this
guaranty agreement, thie Compmy guarintees i Favor of the third-party investors the performance of
the Companys subsidiaries under the LLC Agreemcnts and agrees to indermnify and hold harmless the
. third- -party investors against damages, including ~pec1ﬁcd delay d.amagcs the third- -party i investors may
suffer as a result of failures to pcrform undcr the, LLC Aywments by the Comp'my and its subsadmrles

H
Based on.its review of the latt,st mfornntlon avq:hb]c irr the opinion ofmanagcmem the ultlmate
liability of the Company in connection with pending tax "md legal proceedings, claims and 11t1gat10n
will not have a material effect on’the Company’s results of operations, cash ﬂows or financial position,
with the possible exception of the matters described below.

D&B LEGACY AND RELATED 'I'AX MATTERS

- SHARING DISPUTES. -In 1996 the company then known as The Dun & Bradstrcct Corporatton (“D&B”)
and now known as:-R.H. Donnelley Corporation {* Donnélley™) separated into three public companies”
by spinning off ACNielsen Corporation (“*ACNielsen™) and.the company then known as Cognizant
Corporation {“Cognizant”) and now known as Nielsen Media Research, Inc., a subsidiary of The ..
Nielsen Company, formerly known as VNU N.V. (“NMR™) (the 1996, Spin-Off ). The agreements
effecting the 1996 Spin-Off allocated tax- related liability with respect to certain prior busmess trans-
actions (the “Legacy Tax Controversies’ ") between D&DB and Cognizant. The D&B portion of such
liability is now shared among Donnelléy and certain of its former affiliates (the “Donnelley Parties™),

. and the Cognizant portion of such liability is shared between’ NMR and the’ Company pursuant to the

agreements effecting Cognizant’s spin-off of the Company in 1998 (the 1998 Spin-Oft™). -

The underlying tax controversies with the Internal Revenue Serv1ce {the “IRS™) have substantially all
been resolved and the Company paid to the IRS the amounts that it believed were due and owing. In
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the first quarter of 2006, Donnelley indicated that it c_iispl-lted the amounts contributed by the Company
* toward the resolution of these matters based on the Donnelley Parties’ interpretation of the allocation
of liability under the 1996 Spin-Off agreements, The Donnelley Parties on the one hand, and NMR
and the Company, on the other hand, have attempted to resolve these disputes through negotiation. The
1996 Spin-Off agreements provide that if the pames cannot reach agreement through negotiation they
must arbitrate the disputes: ]

On August 14, 2006, the Donnelley Parties commenced arbitration regarding one of these disputes

" (referred to herein as the “Dutch Partnershlp Dlspute ) by filing a Notice of Arbitration and Statement

. of Claim (the “Donnelley Statement”) with the American Arbitration Association International Center
for Dispute Resolution (the “AAA”). In the Donnelley Statement, the Donnelley Parties claim that the
Company and NMR. collectively owe approxnnately an additional $10,800 with respect to the Dutch

l Partnership Dispute; (if determined liable, the' Company’s share of this amount would be approxnmately
$5,400 (tax and interest, et of federal income, tax benefit)). On October 16, 2006, the Company and
NMR filed a.Statement of Defense denying all claims made by the Donnelley Parties in the Donnelley
Statement. The parties are currently engaged’in discovery in this arbitration. - )

The Company accrued apprommately $24,900 for the Dutch Partnership Dispute and the remaining
disputes in 2006. ‘During 2006, the Company made payments with regard to one of the dlsputes of
approximately $5,900 (lncludmg tax and interest, net of federal income tax benefit) related to certain
1995 and 1996 shared state and local legacy tax liabilities. As of December 31, 2006 the Company has a
reserve of approximately $20,200 for the remainder of these matters. The Company intends to vigor-

~ ously defenditself with respect to the Dutch Partnership Dispute and the remaining disputes. . :

THE PARTNERSHIP (TAX YEAR 1997). The IRS is seekmg to reallocate certain items ‘of partnership income
and expense as well as disallow certam items of partnershlp expense with respect to a partnership now
substantially owned by the Company (the “Partnership”) on the Partnership’s 1997 tax return. During
1997, the Partnership was substantlally owned by Cogmzant but liability for this matter was allocated to
the Company pursuant to the agreements effecting the, 1998 Spin-Off. The Company has filed a formal
protest relating to the proposed assessment for 1997 with the IRS Office of Appeals. The Company is
attempting to resolve this matter in the administrative appeals process before proceedmg to litigation if
necessary. If the IRS were, to ultimately prevail in_its position, the Company’s liability (tax and interest,
net of tax benefit) with respéct to tax year 1997 would be approximately $20,300, which amount the
Company had reserved in current accrued income taxes payable at December 31, 2006. .

In addition to these matters, the Company and its predecessors have entered, and the Company contin-

ues to enter, into global tax planning initiatives in the normal course of their businesses. These activities

are subject to review by applicable tax authorities. As a result of the review process, uncertainties exist
and it is possible that some of these matters could be resolved adversely to the Company.

MATTERS BEFORE THE BELGIAN:COMPETITION SERVICE

Complaints wete filed in 1998 and 1999 against the Company with the Belgian Competition Service
(“BCS”) alleging abuse of a dominant position on the Belgian market. In October 1999 and 2000,
the Chairman of the Belgian Competition Council (“BCC”) adopted interim measures against the
Company, with which the Company complied. In December 2004, the Company received a formal
statement of objections alleging that the Company had abused its dominant position on the Belgian
market in violation of Article 82 of the EC Treaty and corresponding Belgian law. The Company sub-
mitted its' comments to the statement of objections in writing to the BCC in February 2005.

_ In a separate matter, in October 2004, the BCS notified IMS of a request for information in connec-
tion with IMS’s acquisition in April 2004 of a competitor in the Belgian market, Source Informatics
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Belgium S.A. The BCS is investigating whether such acquisition may have violated Article 82 of the
EC Treaty and corresponding Bélgian law. The Company responded to the request for information in
December 2004.

The Company intends to continue to vigorously defend itself in these matters before the Belgian com-

petition authorities. Managemerit of the Company is unable to predict at this time the final ‘outcome
of these matters or whether adverse resolutions thereof could materially affect the’Companys ‘résults of

operations, cash ﬂows or ﬁnanCIal position in the period in which such adverse resolution occurs.

OTHER CONTINGENCIES

CDNTINGENT CONSIDERATION, Under the terms of certain purchase agreements related r6"acqusitions = -+
made since 2002, the Company may be required-to pay additional amounts as contingent consider-

ation based on the achievement of certain performance related targets during 2006 through 2009.
Substantially all of these additional payments will be recorded as goodwill in accordance with EITF No.
95-8,“Accountng for Contlngent Consideration ‘Paid to the Shareholders of an Acqmrf:d Enterprlse m,
a Purchase Business Combmatlon * As of December 31, 2006, apprOXJmately $47,000 had been earned
under these contlngenctes. Based on current estimates, the Company expects that additional contingent
payments.under these Elgrecmerlts may total approximately $21,000. It 1s expected that these contihgcnt
payments will be resolved within a specified time period after the end of each respcctlve calcndar year
from 2006 through 2009. . R

OTHER TAX CONTINGENCIES. [n addition to the tax items discussed above, the Company has net tax
reserves of approximately $25,000 that celate to various positions it has taken on tax returns filed i 1n ..
nunierous countries over the last seveml years. These reserves represent the Company’s best estimate of .~
the probable liability should thc tax’ return positions be challenged by the relevant tax authorities. Whlle
the amount is material in the aggregatc no individual item is material and no single event will have a
material impact related to these Teserves. See Note 13 for additional tax related matters.

‘Note 17. Merger Costs " )

_In connection with the terminated merger with The Nielsen Company- (“Nielsen™), formerlyknown +»
. asVNU NV, the Company incurred merger costs of $17,928 during 2005 primarily for professional
fees. Such fees were-expensed as incurred during 2005. In connection with the merger termination. .. . -
agreement, Nielsen agreed to reimburse the Company $15,000 for merger related costs incurred by
IMS. This $15,000 has been réflettéd in Other income {expense), net in the Consolidated Statements of
Income for the year ended December 31, 2005, since such reimbursement was not contemplated at the
time the fees were incurred. .
Addmonally, in accordance with the terms of the merger termination agreemcnt Nielsen was reqmred
to pay the Company $45,000 as a result of the acquisition of Nielsen by a private equity group n.
June 2006.This $45,000 payment Was received during 2006 and is reflected in Other income (expense)
net in the Consolidated Statements of Income for the year ended December 31, 2006. Furthermore,
the Company was required to pay $6,016 during 2006 of investment banker fees and ¢ expenscs related
to the $45,000 paynient received, which are included in Merger costs in the’ Consolidated Statements -

of Income for the year ended December 31, 2006.
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s J . .- 1}
- . . . ' -1
- Note 18. Supplemental Financial Data - %
L ACCOUNTS RECEIVABLE, NET: At December 31, .%‘
. 2006 ' ] 2005 §
Tradeandm‘)tes.u.................................‘..‘..‘............., $3lj7440| 3267,992 if,
" Less: AIOWAnCes .« « v oo v ot ST R I (7,860) (7,629) - 3
' Unbilled receivables” - | 67833 36939 !
S - $367,413|  $297.302 i
* - . . Y 0 3:
' OTHER CURRENT.ASSETS: At December 31, 3
- '
. ] : i
2006 . ] 2005 "
- - K B Tl i
Deferred iNCoOMETAXEs .- ... oL S 4+ 8 30,995 $ 3!,849 4
Prep;ud EXPENSES . .. e SRR r 62,382 63,999 : "i
‘Work in- -process mventory ............................................ oo61,912 ) 53,643 : ;
C Other i L 13,245 11,274
$168,534]  $160.765
- 7
- e T ’ A " o ’ <7 - B ’:
- PROPERTY, PLANT AND EQUIPMENT, NET: At December 31, - - 5
i - S - . i
] ’ ' N L. Estimated {'
: * 2006_ coAs 2005 Useful Lives 4
erldmb,.....'..'.' ..... AU o) soss406| s 94492 40-50 years :
Léss: Accuimulated deprec1 BEOM . oo ot I ) (23, 030)' © (28,107 ;
Machlncry and equipment . .. ... ... e 209, 068 L 2041370 3-12 years g
Lc‘:-; Accumulated depreciation® . . ... .. S AP L (138,818) T4 (137,781) i
Leasehold improvements, less accumulated o R St !,
amortization of $19,635 and $14.688, respectively . ... ....... .. ’ - 11,897 13,836 §
Land ... ' 3,727 *5,009 . ;
- . - . Pk 3
P $148,190]°  $148,586 : :
COMPUTER SOFTWARE AND GOODWILL: External Use Internal Use . s
- = . Sofrware Software Goodwill | ' . 4
J:muary 1, 2005 --... . S TR $ 166,499 $ 63,522 $302,229 - Co ’i
 Additios at cost . .. ... ... e - 29.250 57,698, 172,456 -1
Amortization. . .. . . ... e L. (39,142)  (27.880) R : P
O't_hg:r deductions and foreign exchange ... ... .. .. e 200 - .(8,449) (17,679) . e
" December 31,2005 . ... ... T . $156,407 . § 84,891  $457,006 ;
Additions at cost ... DL 42,732 T 41,949 . 41,559 o 3
e AMOMHZAON. e T 43,297) " (33,048) ° R ) b
", - Other deductions and foreign exchange ........... . 1 (3,866) 9,517 33,045 ) e
“ .7 g o - - ' - {
December 31,2006, . ... ... e e PP -4 $151,976. *$103,309 $531,610 1 . i i
. '_- . ¥ = .
- g
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Accumulated amortization of fotal éonlputer software was $485,205 and $408, 00'7 at Deégmbe'r 31,1
2006 and 2005, respectively. Accumulatéd amortlzatlon of external use computer software is $196,847
and $153,965 at December 31, 2006 and 2005, respectlve]y -

OTHER ASSETS: . ‘ © eAtDecember 31,
2006"] T 2008
Long-term pension assets. ... S “$"97:279 - §136,742
Long-term deferred tax asset . . ... .. LT e e 38691 48,414 .
~ Deferred charges and other intangibleassets . ... ... .. o oo o o 105 2173, ¢+ BE.BB1
Other. .. ..o e 30,628 25,046
] ,$g71,s1§| $299,083
ACCOUNTS PAYABLE: ’ © AtDecember 31,
I‘ ";-‘r;zppg: 2065
Trade Lo T s 4as96] s 39270 1
Taxes other than income taxes . ... .. ... ... Sois ...t 31478 26,737
OhET. -2 5,939 5,730
) [ -3 82,013 871,737
ACCRUED AND OTHER CURRENT LIABILITIES: - - : A . ** At December 31“" S
| { 2006 o 2008
Salaries, wages, bonuses and other compensadon .. ... ... ... Lo L - $ ‘ 9.5,837\ .8 7_3,720
Accrued data acquisition costs ... ... ... e i "" 61, 086 | 53,749
Accrued severance and other Costs ... ... A 845 T16,824°
OWEr . b edensl s7as2
' . | .$256,672]  $231,475
OTHER LIABILITIES: ' : At December 31,

. ) [ - z-(')()gs:' B 1 2005 -
Long-termy tax labiliey . . . o . $ 2;1“7760. -§ 50,300
Deferred tax liability . .. . . L 133 417 T 122,223
ORET. e 13,032 14,316

| = ;;163,1494 £$186,839

IMS 2006 ANNUAL REPORT » 113

Ay




o

4

. NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED} e '

"Dollars and shares in theusands, except per share dara,
PR N

. Note 19. O!pe'ratkio'_ns'by Business Segment

P B G . T f T, N . - 0 N
Operating segments are defined as components of an enterprise about which financial information is

* available that is evaluated on a regular basis by the chief operating decision-maker, or decision-making
groups, in"deciding how to allocate resources to an individual segment and in assessing performance of -

the seglllcnt.Thé Company operates a globally consistent business model, offering pharmaceutical busi-

ness information, analytics and related services to its customers in more than 100 countries. See Note 1.

: . The Company maintains régional geographic management to facilitate local execution of its global
-stra‘tegiés.‘Howe%cr;th'e Company maintains global leaders for the majority of its critical business
processes;and the most significant performance evaluations and resource allocations made by the
Compa'r_ly’s chief operating decision makers are made on a global basis. As such, the Company has
concluded. that it'maintains one operating and reportable segment. ‘ ‘

OPERATING RESULTS BY GEOGRAPHIC REGION

_ The followir_l'g repfes.en_ts selected geographic information for the regions in which the Company
- operates as of and for the vears ended December 31, 2006, 2005 and 2004.

! : . Corporate :
. : Americas! EMEAZ Asia Pacific? & Other Total IMS
 Year Ended Deceniber 31, 2006: _ '

Operating Revenue* .0oo ... .. L $880,669 § 812,876 $265,043 —  $1,958,588
_ Operating Income (Loss)." ", ... ... ... $305.823  § 121,337  S110566  § (93540) § 444,186
, Total P'\sséts .......... . ER $648,989 . § 897,152 - $178,284 $ 182,169 $1,906,594

Year Ended December 31,2005: ' o

Operating Revcnue‘u e s 779,855 $ 735,348 $239,588 — $1,754,791

Operating Income (Loss)®. .3« - ... . ... .. $202,195 § 107,553  $106,170  § (85098) § 420,820

Total Assets . .. .. gt - §$578,640 § 791,210 $ 157,442 $ 445728 $1,973,020

Year Ended December 31, 2004:

Operating Revenue! R PR £707,471 $ 654,336 $ 207,238 — $1,569,045

Operating Income {Loss)>. .. ........... § 278,822 § 105,510 $107,714 $(105,585) § 386,461

Total ASSets . . ..o $434,001 $1,020,115 $158,206  .§ 278,384 $1,890,706

" Notes to Geographical Financial Information:

1 Americas includes the United States, Canada and Latin Awmerica. Americas inclided Operating Revenne'in the United States of $716,880,

$633,117, and $571,245 in 2006, 2005, and 2004, respectively, and Total Assets of $519,913, $476,320, and $330,479 in 2006, 2005, and . )

2004, respectively. .o .

EMEA includes countries in Europe, the Middle East and Africa.

Asia Pacific includes Japan, Australia and other countrics in the Asia Pacific region. .

Operating Revenue relates 10 external customers and is primarily based on the Tocation of the customer. The Operating Revente for the geographic

regions inclwdes the impac of foreign exchange in converting results into ULS. dollars. :

5 Operating Incone for the three geographic regions docs not refleet the allocation of certain expenses that are maintained in Corporate and Otler and
as sueh, is wat a tnee measure of the respective regions’ profitability. The: Operating Income amounts for the geographic seginents include the impact of

" foreign exchunge in converting results into U.S. dollars. For the year ended December 31, 2004, Severance, impairment and othér charges of £6,979,
$26,908, and $2, 132 for the Americas, EMEA, and Asia Pacific, respectively, are presented in Corperate and Other,

N S
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NOTES TO CONSOL[DM’ED FINANCIAL STATEMENTS (CONTIHUED) ot -
Dol!ars and shares in thousands, mrept per share data.

EK
" L

A summary of the Company¥ operating revenué by product line for the years‘cnded December 31,
© 2006, 2005 and 2004 is presented below: * - '

Years émied Drce.mber':'! 1, _

L . T 2006 - [ 05 2004 -
Sales Force Bffectiveniess. ... ... .. : N S -:'§f 927,161 .8.846505 § 778942 . -
Portfolio Optimization, . . ..... . ......... PUTRUD e 535,594 509075 459,086 -
« Launch;Brand and Other. ........ ... ... ... ... .... P 475 833} . 399211~ - 331,017
Operating Revenue ... L] . L ] 51,958 ,588f $1.754.791  §1.569,045

Note 20.ZSubse‘que‘nt Events SR

On January 29, 2007 the. Compmy purchased 6 135 shares of outstandmb Common StocL atan mma]
cost of approximately $170,000 pursuant to an ASR. Th ASR agreement prowdes for the final settle-
ment amount to be in stock if the Company Were [0 OWe an amount to the bank, or in either cash or

_additional shares of the Company’s ‘Comunon Stock, at the Companys sole dlscrcuorl if the bank were
to owe the! Compmy an amouit. The final setdement amount: will increase; or decrease based on its, ‘
- share price over the settlemet pcrlod ‘The Company funded the ASR thmugjh its exmms bank credlt S

»

facilities (see Note 10). B ; - e e

-
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED). *~
_Dollars and shares in thousands, except per share data.

.

B L L PR IR PLET R B8, CFS -

Quarterly Financial Data (Unaudited)

(Dollars and shares in thousands, except per share data) 4
Three Months Ended’ J
2006 g ) Mar-31 Jun-30 Sep-30 Decat Full Year - 3
‘Operating Revenue . . .. ... .. e e $446,154 $486,220 $482,706 $543,508 $1,958,588 . i
Operating Costs (exclusive of Depreciation . . 1
and Amortization) ... $197.917 $211,872 $209,178 $230,692. $ 849,659 i
Operating Income. ... .. ... e 8 96,736 $ 106,326 $115,389 $§125,736 § 444,187 ;
. + §
NetIncome?. . ..o il $ 118,047 $ 62,683 $ 69,264 § 65,467 $ 315511 : :
Basic Earnings Per Share of Common Stock: ' . . o ;
NetIncome. /..o v $ 05 $ 031 '$ 034 3 033 § 1.56 :
Diluted Earnings Per Share of Common Stock: e o
Net Income. ... .. ... [ $ 050 $ 030 $ 034 § 0320 % 1.53 L
Th;cc Months Ended'
2005 T . Mar.31 Jun-30 Sep-30 Dec-31. Full Year
Operating Revenue . . -« ... .- —............. $410.984  $433282  $432796 $477,729° $1754.791
‘Operating Costs {exclusive of Depreciation ) -
and Amortization) . ... ..ol § 180,006 $185,311 $195484 $198288 § 759,089
Openating Income . ... ... $. 96,872 $103,297 §$102,231 $118420 § 420,820
Net INcomet . oot vt i e e $ 30,343 $ 93,179 $ 71,140 '$ 89,429 § 284,091
Basic Earnings Per Share of Common Stock: L . .
NetIncome. ... oo e oot $ 013 § 041 $ 031 $ 039 8 1.24 "
Diluted Earnings Per Share of Common Stock: )
_Net TGO + - v e e e e et et e e e e $ 013 $ 041 % 030 § .38 -$ 1.22

1 Refer to Notes 6 and 17 for additional information regarding significasit items impacting the Consolidated Statements of Income during 2006 and

2005. .
2 hucludes pre-tax $45,000 payment seceived from Nielsen related to the terminated merger between IMS and Nielsen (see Note 17). :
3 Includes a reimbursement of pre-tax $15,000 from Nielsen in the three months ended December 31, 2005 for costs incurred by the Company related .

10 the terminated merger between IMS and Nielsen (see Note 17).
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS {CONTINUED)
Dollars and shares in thousands, except per share data.

PR

Five-Year Selected Financial Data (Unaudited) .

(Dellars and shares in thensands, except per share data)

Results of Operations:
Operating Revenue . .. ....... ... ... ...
Costs and expenses’ . ... ... ... ... ...,

Operating Income

Non-Operating Income (Loss), net?

Income before provision for income taxes . . . .
Provision for income taxes . , .. 7. .., ...

TriZetto equity income (loss),
netof income taxes. .. ... ... ... ...

TriZetto impairment charge, , -
net of income taxes®

Incorm. from contmumg, operations .

income From discontinued operatlom
net of income taxes’

. . NS . -
Basic Earnings Per Share’of Common Stock:
Income from continuing operations. . . . ...

Income from discontinued operations . . . . .
Basic Earnings Per Share of Common Stock . .

Weighted average:number .
of shares outstanding—basic

Diluted Earmngs Per Share ofCommon Stock:
Income from connnumg opemtaons .......

[ncome from discontinued operations . . . . .
Diluted Earnings Per Share of Contmon Stock
L B

Weighted average number .
of shares oustanding—diluced.”. . .. . ... ..
As a % of operating revenue:
Operating locome . ... . ... ..........
Income from continuing operations. . . . . ..
Cash dividend declared pt;r Commen Stock . .

Balance Sheet Data:
" Sharcholders’ Equiry
Total Assets
Postretirement and postemployment benefits .

Long-term debt and other liabiliries

-

1 2006 l

2005 2HNH 2003 2002 -
$1,958,588 | $1,754,791 $1,569,045 $1,381,761  $1,219,440
1,514,402 1,333,971 1,182,584 1,020,269 816,417
444,186 420,820 386,461 361,492 403,023
4,559 - 133,433 27,978 (37.169) (24,270}
448,745 - 454,253 414,439 324,323 378,753
(133,234) (170,162) - (129,181) -+ (165,954) (114,964
— — 164, (4248) . {873
— — — (14,842) {26,118)
315,511 284,001 285422 139279 236,798
—_ — — 2,779 29317 T
—_ — — 496,887 -
$ 315,511 | § 284,091 § 285422 § 638,945 § 266,115
$, 136 1.8 124 § 122 % 057 % 0.83
— . — — 2.04 0.10
|$ 156 | $ 124 8 122 § 261 § 093
202,641 | 2280615 233,199 245033 285851
$- 153 |s 1228 12 $- 056 § 083
— — — 202 0.10
[$, 183 |s.  122°$, 120 § . 258 § 0.93
206,598 232,484 237,705 247,263 386,663
. 22.7% 24.0% 24.6% 26.2% 33.0%
16.1%, 16.2% 18.2% 10.1% 19.4%
Is 012 |8 0.08 § 008§ 0.08 § 0.08
$ 33,909 | $ 415055 § 255714 § 189,577 § 222256
$1,906,594 | $1,973.020 51,890,706 §1.644,338 $1,618,528
$ 85,846 | § 110,782 $ 99899 $ 86920 § 73,813
$1,143,555 | $ 798,270 § 878996 & 429363 § 432,894

2006 and 2005 inchude menger costs of $6,016 and $17,928, respectively related to the terminated merger with Nielsen (see Note 17). 2004

includes charges related to Severance, impatrment and other charges of $36,890. 2003 includes chmges related to Severance, impairment and other
charges of $37,220. Refer to Notes 6, 8, and 17 for additional u;formalmn regarding significant items impacting the Consolidated Statements of

Incone during the three years ended Decomber 31, 2006.

2 2006 and 2005 include pre-tax payments reccived from Nielsen of $45,000 and $15,000, mpemvdy related 1o the terminated merger (see
Note 17). 2004 includes a gain ﬁom the sale of TR Zetto shares of $38,803, gains (losses) from investments, net of $11,892 and the SAB No. 51

loss related to issuance of investees’ stock of $184. 2003 includes gains (Tcsse_s) from investments, net of $258 and the SAB No. 51 loss related 10
issuance of invesiees” stock of $420. 2002 inclides gains (losses) from investments, net of 87,268 and the SAB No. 51 loss related to issuance of
investees’ stock of $951. 2001 includes loss on Gartner shares of §84,880, gains {losses) from investments, net of $(25,687) and the SAB No, 51
loss related 1o issiance of investees’ stock of $6,679. Refer to Notes 4, 8, @ and [7 for additional information regarding significant items impacting
the Consolidated Statentents of Frecome during the three years ended Decerber 31, 2006. ‘

3 InZetto impairment charge, net of income taxes includes taxes of $2,565 and 316,832 in 2003 and 2002, respectively (See Note 8).

4 Income from discontinued operations, net of income taxes includes a tax provision of §1,237 and $15,440 for 2003 and 2002, respectively.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONT[&UED) - .

Dotlars and shares in thousands, except per share data. . ) . "

I " :

- Item 9. Changes in and Disagreements with Accountants on-Accounting and Cele A

Financial Disclosure ’ i - ;

None. 4

Item 9A. Controls and Procedures ' L o . 5
EVALUAT]ON OF DISCLOSURE CONTROLS AND PROCEDURES . : )

The Comp'my mamtams dlsclosure controls and procedurcs that are designed to-ensure that lnfornn— e L
tion required to be dlsclosed in the reports that the Company files or submits to the SEC under the - RN
Securities E\cch:mgc Act of 1934, as amended (the “Exchange Act”), is recorded, processed, summarized -- '
and réported within the time periods specified in the SEC’s rules and forms, and that such information .«
_is-accurnulated and communicated to the Company’s management, mcludmg its prmmpal executive and
prlnc1pal ﬁmncm] officers, or persons performmb similar functions, as appropriate, to allow timely deci- -
sionis regarding requlred disclosure: In designing and evaluating the dlsclosure ‘controls and procedures S
manageinent recognized that any controls and procedures, no matter  how, well designed and operated,
‘can provide only reasonable assurance of achieving the desired control objectwes as the Companys dis-. ",
. closure controls and procedures are designed to do. Thus, management necessarily was required to apply
~its judgment in evaluatmg the cost-benefit rehnonshlp of possible controls and procedures

" The Company’s Chiéf Executive Officer and Chuf Financial Officer have evalmtc.d thc Lff@CthCIICSS
of the Company’s disclosure controls and procedures (as such térm is defined in Rules 13a-14c and - .
15d 14¢ under the Exchange Act) as"of December 31, 2006 (the “Evaluation Date™). Based on such
evaluation, such officers have concluded that, as of the Evaluation Date, the Company’s disclosure con--
trols and procedures are effective to ensure that information required to be disclosed by the Company

i in the reports that the'Company files or submits under the Exchange Act'is recordcd processed sum-

s manzed and réeported within the time perlods specified in the SEC’ rules’ and fonm and to erisure that © © .

information required to be disclosed by the Company in the reports that the Comp:my ﬂles of sitbmits. :
under the Exchange Act is a¢cumulated and communicated to the Company’s managcmcnt 1ncludm5 :

- its prmcxpal executive and principal financial officers, or persons performing smular functions as: appro— C oy

priate to allow timely decisions regardmg reqmrcd disclosure. '

U
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NOTES 70 CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
Dollars and shares in thousands, except per share data.

DESIGN AND EVALUATION OF INTERNAL CONTROL OVER FINANCIAL REPORTING L ‘ . .

Pursuant to Section 404 of the Sarbanes- Oxley Act of 2002, we included a report ‘of our management’s
assessment of the design and effectiveness of our internal controls as part of this Annual Report on
Form 10-K for the year ended December 31, 2006. Our independent registered public accounting firm
also attested to, and reported on, our management’s assessment of the effectivéness of internal control
over financial reporting. Our management’s report and our independent registered public accounting
firm’s attestation report are set forth in Part 11, Item 8 of this Annual Report on Form 10-K under the
captions entltled Managements Report on Internal Control Over Fmanaal Reportmg and “Report
of Independent Reglstered Pllb]lC Accountmg Firm.” -

CHANGEg IN INTERNAL CONTROI. OVER FINANCIAL REPORTING -

There have been no changes in the Company’s internal control over financial reporting that occurred
during the period covered by this report that have materially affected, or are reasonably likely to materi-
ally affect, the Company’s internal control over financial reporting,.

[tem 9B. Other Information

Not applicable.

Part 111

Item 10. Directors, Executive Qfficers and Corpdrate-_(}over'nance

Information about our directors and nominees in response to this Item, including information refat--
ing to our audit commitree and audit committee financial expert, will be set forth in the section
entitled * Proposal No. 1: Election of Directors” in our Definitive Proxy Statement fthe “2007 Proxy
Statemient™) relating to our Annual Meeting of Shareholders to be held on May 4, 2007, which infor-
mation is mcorpor"itcd herein by reference. Information about the Company’s executive officers is
set forth in the section entitled “Executive Officers of the Registrant” on pages 35 through 37 of this
Annual Report on Form 10-K. '

lnformatlon about the ﬁ]mg of reports by ouir directors, executive officers, and 10% stockholders

under Section' 16(3) of the Exchange Act will be set forth under the section “Section 16({a) Bmeﬁcml
Ownershlp Reporting Compliance” in the 2007 Proxy Statement. Information relating to our Code of
Ethics for Prmc1pal Executive Officer and Senior Fmancnl Ofﬁcers is set forth in Part [, ltem 1 ofthls
Annual Report on Form 10-K.

»

Item 11. Executive Compensation

.

[nformation in-response to this [tem will be set forth in the sections entitled “Proposal No.'1: Election
of Directors” and “Compensation of Executive Ofﬁccrs in our 2007 Proxy Statement, which informa-
tion is incorporated herein by reference.  ~ e :
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'NOTES TO CONSOLIDATED FINANCIAL STATEMENTS {CONTENUED) \ "

Dollars and shares in thousands, excepr per share dara.

Item 12. Security Ownership of Certain Beneficial Owners and"Management
and Related Stockholder Matters ' -

Information in response to Item 403 of Regulation S-K will be set forth in the §eéti0h entitled
“Security Ownership of Management and Principal Shareholders™ in our 2007 Proxy.Statement, which

information is incorporated herein by reference.

The following table providcsl fnformation as of December 31, ’2006, regarding certain outstanding awards

and shares remaining available for future issuance under our compensation plans under which equity

securities are authorized for issuance (excluding 401(k) plans, ESOPs and similar tax-qualified plans):

Number of securitics

Number of sectirities ta be Wcightc'z'i-nvcragc - remaining available for future
issued upon exercise of exercise price of isswance under cquity
" outstanding oprions, outstanding options, compensation plans (excluding
. ] warrants and rights? warrants and rights?- © securities reflected in colunn and
Plan Category B @ by T (o) T
Equity compensation plans approved . :
by security holders . ... .. ... .. 19,463 407" $23.66 12,374,825
Equity compensatien plans not - . S 1.
approved by security holders. ... . .. 4,026,425 22.44 1,682,994
Total L. 23,489,832 $23.43 14,057,819

I The member of sccurities to be issucd inchides 64,068 shaves isswable for achicvement of the target level of perforntance under our Long Term Incentive
Plast (the “LTIP™) for the performanee cyele ending December 31, 2007. Up 1o 64,087 additional shares would be issuable for that LTTP perfor-
arance cycle if the maximum performance were achicved (with a corresponding reduction in the namber of share remaining available in cobomn (¢) of
this row). Aithough not reflected i the table, we are committed to issue shares te three exccwtive officees upon completion of the pegformance cycle end-
ing Decomber 31, 2007 with targeted value of $3,353,000 and a maximun value of $6,706,000, depending o the level of performanc achieved,
with the ntenber of shares issuable to be detenmined based on the fair market valive of shares ar the ond of the porfonmance cypele.

2 For progrants providing for variable levels of earning of shares over performance periods ending Decomber 31, 2006, the member of shares shoum in
this colum is based on the actual number carmed by performance throngh December 31, 2006. T .
Weighted-average exercise price is calnutated only for options and stock appreciation rights that have ant exercise price. Thus, deferred stock and similar

fiel-value awards witich are treated as owtstanding “righis” for purposes of column {u) of tris Table but which have no exercise price; are not inchiuded-in
the caleulation of weighted-average exerdise price, Restricted stock is not considered o “right” because actual shares are issued at the grant date, subject

10 a risk of forfeiture and restrictions on transferability. - ' * ’ - . ' ‘

OFf the shates remaining available for future issuance, the sumbers of shares that may be issued under our plans at December 31, 2006, were as

Soltows: 1998 Emiployees’ Stock Incentive Dian, 10, 101, 140 shares; 2000 Siock Incentive Plas, 1,682,994 shares; dnd 1998 Non-Employee
Dircetors’ Stock Incensive Plan, 218,513 shares. All of these shares are aailable for issuance as “fiull-vatie™ awards, which incliedes restricted stock,
restricted stock wmits, stock gransed as @ bosus, as well as stack options and stock appreciarion rights. Of the shares remaining available for futsre issu-
e, 2,055,172 shares femain available wnder the Company's Employee Stock Puschase Plan. a stock purchase plan meeting the requirements of

Scetion 423 of the Internal Revenue Code. . . . ; o e

s

1

N

Our equity compensation plans that have not been approved by our shareholders are the 2000 Stock

- Incentive Plan’ and certain shares authorized for grant under the 1998 Non-Employee Directors’ Stock

Incentive Plan. Set forth below is a description of the material features of these plins: !
~ The 2000 Stock Incentive Plan provides for the grant of options and other equiry awards to .
employees, excluding executive officers and directors. The Board of Directors adopted the Plan
in 2000. Grants under the Plan are determined, and the Plan is administered by the Human
Resources Committee of the Board of Directors (the “Committee”) and certain pfﬁcers to whom
the Committee has delegated authority. The features of the Plan are similar.to those of the 1998
Employees’ Stock Incentive Plan, authorizing grants of non-qualified stock options, stock appre-
ciation rights, restricted stock, restricted stock units, dividend equivalents, and other stock-based
. awards. The-Committee sets vesting terms of awards at grant; in some cases options or awards -may
vest upon the achievement of pre-set performance goals. To date, we have granted primarily options
* and réstricted stock units under the Plan. Options must have an exercise price of at least 100% of

" the fair market value of the Common Stock on the grant date, and a term not exceeding ten years.

Upon termination of enmployment, unvested options generally are forfeited and vested options
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
Dollars and shares in thousands, except per share data.

expire 90 days after termination, except terms that are more favorable apply in the case of death, .
disability and retirement or as determined by the Committee. The exercise price may be paid in
cash or by surrender of previously acquired shares. Restricted stock units granted under the Plan are
settled by delivery of shares, and generally have been subject to a risk of forfeiture upon termination
of employment for a period of one to four years, except more favorable terms apply to termina-
tion due to death, disability or retirement. Holders of restricted stock units are entitled to dividend
equivalents payable in cash upon vesting. The Committee has specified that certain awards under the
Plan will become vested upon a change in control of IMS. .

The 1998 Non-Employee Directors’ Stock Incentive Plan currently provides for the grant

of options and restricted stock to non-employee directors. Under Securities and E‘(change
Commission rules governing the above table, the Plan is considered approved by security holders
but was amended by the Board of Directors to add 226,678 shares in 2000. Grants under the Plan
are determined, and the Plan is administered by, the Human Resourcc_s Committee of the Board of
Directors, subject to the review and approval of the full Board of Directors. Options must have an
exercise price of at least 100% of the fair market value of the Commion Stock on the grant date, and
a term not exceeding ten years. The Committee sets vesting terms of awards at grant. Upon terni-
‘nation of service as a director, unvested Optlons generally are forféited and vested options expire 90
days after termination, except more favorable terms, lncludlng non-forfeiture of unvested options,
apply in the case of death, disability and retirement or as determined by the Committee. The
exercise price may be paid in cash or by surrender of previously acquired shares. Restricted stock
granted under the Plan is subject to a risk of forfeiture upon termination of service as a director,
except in the case of death or disability or as otherwise determined by the Committee, for a period
specified by the Committee,

Item 13. Certain Relationships and Related Transactions, and Director
Independence

Not applicable,

[tem 14. Principal Accountant Fees and Services

Information in response to this item will be set forth in the section entitled “Proposal No. 2:
Appoinunent of and Relationship with Independent Registered Public Accounting Firm” in our
2007 Proxy Statement, which information is incorporated herein by reference.
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Item 15. Exhibits and Financial Statement Schedule

(a) List of documents ﬁlcd as part of this report.

,~ (1) Consohdared Fmancml Sntements

" See Index to Consolidated Financial Statements and Financial Statement Schedule on page-124
and in Part 11, [tem 8 of this Annual Report on Form 10-K

(2) - Consolidatcd Finlancial Statement Schedtile, .

- See Index to Consolidated Financial Statements and Financial Statement Schedule On.page_ 124
© and in Part II, Item 8 of this Annual Report on Form 10-K.

(3) .Other F|mnc1a1 lnfornntlon

B Fwe—Year Selected Fmancml Data. See lndex to Comohdated Financial btatemenrs arid Financial
Statement Schedule-on p'lbe 124 and in Part [I, Item 8 of this Annual Report on Form 10-K.

‘ (b) Exhibits.

. See lndex to EXhlbl[S on pages 125 to 132 of this Annual Report on Form 10- K, which indicates
. whlch EXhlbl[S are management contracts or compensatory plans required to be ﬁled as Exhibits.

- (g) Flmncml St'ltcmt,nt Schedu]t

Scc index to Consolidated Financial Statements and Financial Statement Schedule on page 124 and

in Part 11, lter 8 of this Annual Report on Fo'rm 10-K.°

- Signatures

Pursuant to the-requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly -

authorlzcd L
IMS Health Incorporated
. {Registrant)

'._By /s/ David R Carlucci

: D'wld R. Carlucm ’ .
: C_hmmmn,_ Chief Exeattive Officer and President

" Date: February 26, 2007 .
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Pursuant to the requirements of the Securities Exchangc Act of 1934, this report has been signed below.
by the following persons on behalf of the registrant and in the capacities and on the date indicated.

/s/ David R. Carlucci Chairman, Chief Executive Officer, President and Dircct‘o‘r
David R. Carlucci ' {principal executive officer) o
/s/ Le‘SlYﬁ'G. Katz Senior Vice President and Chief Financial Officer

Leslye G. Katz ' (principal financial officer) .

/s/ Harshan Bhangdia " Vice President and Controller

Harshan Bhangdia (principal accounting officer)

/s/ Constantine L. Clemente
Constantine L. Clemente Director

/s/ James D. Edwards

James DD. Edwards Director

/s/ Kathryn E. Giust ' - C

Kathryn E. Giusti . Director

/s/ John P Imlay, Jr. g ) B
John P Imlay, Jr. Director :

/s/ Robert ]. Kamerschen
Robert J. Kamerschen Director

/s/ H. Eﬁgene Lockhart
H. Eugene Lockhart "+ Director

/s/ M, Bernard Puckert
M. Bernard Puckett Director

/s/ William C.Van Faasen
William C.Van Faasen Director

/s/ Bret W, Wise
Bret W. Wise ' Director

‘Date: February 26, 2007
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‘Schedules other than the one listed above are omitted as not required or inapplicable or because the
required ‘information is provided in the consolidated financial statements, including the notes thereto.

IMS Health Incorporated and Subsidiaries
Schedule 1I—Valuation and Qualifying Accounts
For the years ended December 31, 2006, 2005 and 2004

{In thousands) ‘ . . R
COL.A COL.B . COL.C COL.D COL.E
Additions
Balance Charged to Charged Balance
. R Beginning of Costs and ta Other . at End of
Description Period - Expenses Accounts Deductions Period
Allowance for accounts receivable: )
For the Year Ended December 31,2006, . ... .. § 7,629 $ 1,993 $ 33 $2,1_01b £ 7,860
For the Year End_é:d December 31,2005 . . ... .. $ 8,270 $ 6,507 §2,774 $9,922b § 7,629
For the Year Ended Degember 31,2004, .. .. .. $ 4429 $ 3,997 $6,617° $6,7730 & 8270
Valuation allowance deferrcd income taxes: .
. For the Year Ended Dc.ccmbcr 31,2006....... £24.193 $  130¢ $ — $3,245 $21,078
. For the Year Ended chccmbér 31,2005, ... ... $12,382 $10,272¢ $2,0204 $ 490 $24,193
For the Year Ended December 31,2004 .. .. ... $ 9,146 . $ 3,395 £ — § 159 §12,382
Notes:

a Amounts represent estimated customer credits which were recorded a5 a reduction 1o revenue ai the time of revenue recogaition.
b The charge-off of smecollectible accounts and isswance of ceedits for which a reserve was pravided in prior periods. .

¢ Vauation allowarces on assets related to additional Net Operating Losses created during the year where, based on available evidence, it is more fikely

, than'not that suct: assces will not be realized.
d* Inchudes vatuation ailowance for Pharmetrics Nev Operating Losses acquired in 2005,
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Index to Exhibits

Regulation
5-K Exhibit
Number

Description

3

Articles of [ncorporation and By-laws

A

Restated Certificate of Incorporation of IMS'Health Incorporated dated May 29, 1998 (mcorpomtcd

-by reference to Exhibit 3.1 to Registrant’s Registration-Statement on Form 10 ﬁled on June 12, 1998).

Certificate ofAmendmcnt of Restated Certificate of Incorporation of IM3 Health Incorporated dated

March 22, 1999 (mcorporan.d by reference to Exhibit 3.2 to Registrant’s Qunrterly Report on Form
10-Q) for the quarter ended March 31, 1999 filed on May 17, 1999).

Second Amended and Restated By-Laws of IMS Health Incorporated (incorporated by reference to
Exhibit 3.1 to Registrant's Current Report on Form 8-K filed on Pecember 21, 2006).

Inscruments Defining Rights of Security Holders, tncluding Indenturec,

A

.

Rights Agreement dated as of June 15, 1998 between IMS Health incorporated and First Chicago
Trust Company of New York (incorporated by reference to Exhibit 10.20 to Registrant’s Annual
Report on Form 10-K for the year ended December 31, 1998 filed-on March 1, 1999).

Amendment No. 1 to the Rights Agreement dated as of March 28, 2000 between IMS Health
Incorporated and First Chicago Trust Company of New York (incorporated by reference to Exhibit
4.1 to Registrant’s Quarterly Report on Form 10-Q3 for the .quarter ended March 31, 2000 filed on
May 15, 2000)."

Amendment No. 2 to the Rights Agreement dated as of July 18, 2000 between IMS Health
Incorporated and First Chicago Trust Company of New York (incorporated by reference to Exhibit
4.1 to Registrant’s Quarterly Report on Form 16-Q) for the quarter cnded September 30, 2000 filed
on November 13, 2000).

Amendment No. 3, dated Juiy 10, 2005, to the Rights Agreement, dated as of June 13, 1998 between
IMS Health Incorporated and First Chicago Trust Company of New York (incorporated by reference
to Exhibit 4.1 to Registrant’s Current:Report on Form™8-K filed on July 11, 2005).

Amendment No. 4, dated February 16, 2006, to the Rights Agreement, datéd as of June 15, 1998

"-between IMS Health Incorporated and First Chicago Trust Company of New York {incorporated by

reference to Exhibit 4.1 to Registrant’s Current Report on Form 8-K filed on February 17, 2006).

Note Purchase Agreement dated'as of January 15, 2003, between IMS Health Incorporated and each
purchaser party thereto relating to the issuance and sale of $150,000,000 aggregate principal amount
of 4.60% Senior Notes due 2008 (incorporated by reference to Exhibit 4.4 to the Registrant’s Annual
Report on Form 10-K for the year ended December 31,2002 filed on March 14,2003).

First Amendment dated as of August 26, 2005 to the Note Purchase Agreement dated as of January
15, 2003, among IM5 Heahh Incorporated and each purchaser party thereto relating to the issuance
and sale of $150,000,000 aggregate principal amount of 4.60% Senitor Notes due 2008 (incorporated
by reference to Exhibit 4.1 to Registrant’s Quarterly chort on Form 10-Q} for the quarter ended
September 30, 2005 filed on November 2, 2005).

Second Amendment dated as of December 15, 2006 to Note Purchase Agreement dated as of January

15, 2003, among IMS Health Incorporated and each purchaser party thereto relating to the issuance

and sale of $150,000,000 aggregite principal amount of 4.60% Senior Notes due 2008 (incorporated
by teference to Exhibit 4.1 to Registrant’s Current Report on Form 8-K filed on December 21, 2006).

Master Note Purchase Agreement, dated January 27, 2006, among IMS Japan K.K., IMS Health
Incorporated, AIG Edison Life Insurance Company, American General Life and Accident Insurance
Company, AIG Annuity Insurance Company, American General Life Insurance Company, Metropolitan
Life Insurance Company, The Travelers Insurance Company, Monumental Life Insurance Company,
Transamerica Life Insurance Company, New York Life Insurance Company and New York Life
Insurance and Annuity Corporartion (incorporated by reference to Exhibit 99.1 to Registrant’s Current
Report on Form 8-K filed on February 1, 2006).

Master Note Purchase Agreement, dated April 27, 2006, among IMS Health Incorporated, The

- Northwestern Mutual Life Insurance Company, The Northwestern Mutual Life Insurance Company

for its Group Annuity Separate Account, Metropolitan Life [nsurance Company, MetLife Investors
Insurance Company, MetLife Investors USA Insurance Company and The Travelers Life and Annuity
Reinsurance Company (incorporated by reference to Exhibit 99.1 to Registrant’s Current Report on
Form 8-K filed on May 2, 2006).
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+

- E

«Material Contructs . .
A, Dlsmbuuon Agreement between Cognizant Corporation and IMS Health Incorporared dated as of

© Juiie 30, 1998 (incorporated by reference to Exhibit 10.1 to Registrant’s Annual Report on Form
10-K for the year ended December 31, 1998 filed on March 1, 1999).

]une 30, 1998 (incorporated by reference to Exhibit 10.2 to Registrant’s Annual Report on Form
10 K for the year ended December 31, 1998 filed on March 1, 1999)

3 Employee Benefits Agreement between Cogmz:mt Corporation and lMS Health Incorporated, dated

2 Tax Allocation Agreement between Cogmz:mt Corporation and 1MS Health [ncorporaud dated as of -

" as of June 30, 1998 {incorporated by reference to Exhibit 10.3 to: Reglstrftpts)\tmual Report on Form

]0 K for the year ended December 31, 1998 filed ‘on ‘March. 1,1999).

4 Amended and Restated Transition Services A;,n,unult among The Dun & Br'ld\m.et Corporation,

‘The New Dun & Bradstreet Corporation, Cognizant Corporation, IMS Health lncorponted
. ACNielsen Corporation and Gartner, Inc. (p.k.a. Gartner Group Inc.), dated as of June 30, 1998

- {incorporated by reference to Exhibit 10.4 to Registrant’s Annual Report on-Form™10-K for the year -

“ended l)ECClI]bLI’ 31, 1998 filed on March 1, 1999). .

. L:P:among IMS AG, Coordinated Systems Management, Inc., Uttecht-America Finance Co. and
s+ Edam, L.L.C.. dated as of July 1. 2003 {incorporated by reference to Exhibit 10.5 10 Registrant’s
Annual Report on Form 10-K for the year ended December 31,2004 ﬁled on March 15,2005).

6 Aijreement of Limited Liability Company of IMS Health Licensing Assocmtes L.L.C. by and among -
IMS.Health Incorporated, Coordinated Management Systems, Inc., IMS AG, Utreche-America
Finance Co. and Edam, L.L.C., dated as of March 17,2005 (incorporated by reference to Exhibit 10.1
to Registrant’s Quarterly Report n Form 10-Q for the quarcer ended March 31, 2005 filed on May

6, 2005}, -

7 - Amended and Restated Agreement of Limited Lmb:hty Company of IMS Heal(h Licensing Awocnates,
L.L.C. by and among IMS Health Incorporated Coordinated Management Systems, Inc., IMS AG,
Utrecht-America Finance Co, and Edam, L.L.C., dated a5 of July 1, 2006 (mcorpomted by reference ta
Exhibit 99.1 to Registrant’s Current Report.on Form 8-K filed on July &, 2006).

8 - Second Amended and Restated IMS Health Guaranty made by IMS Healch Incorporated in favor of
Utrecht-America Finance Co.and Edam, L.L.C., dated as ofju]v 1,2003 (incorporated by reference
to E‘(hlblt 10.6 to Registrant’s Annual Report on Form 10-K fot the year ended Duember 31,2004 -

ﬂled o ‘March. 15, 2005).

9 Thlrd Alnt.ndl.d and Restated IMS Health Cuaranry by TMS Health Incorporated in favor of Utecht-

. America Finance Co.and Edam, LLC, effective as of March 17,2005 (incorporated by reference to

_ Exhibit 4.1 to Registrant’s Quarterly R'eport on Fc_)r_m 10-Q for the quarter ended March 31, 2005

.;filed on May 6, 2005). o '
.10 Fourth Amended and Restated IMS Health Cuamnty made by IMS Health Incorporated in favor of

-Utrecht-America Finance Co.and Edam, L.L.C., dated as of_]uly 1, 2006 (incorporated by reference o

Exhibit 99.2 to Registrant’s Current Report on Form 8-K ﬁled on July 6, 2006).

AT Undertakmg, of IMS Health [ncorporated dated June 30, 1998 (incorporated by reference to Exhibit |

10.25 1o Registrant’s Annual Report on Form 10-K for the year ended December 31, 1998 filed on -
- March 1;1999). .

1A Distribution” Agreement among R.H. Donnelley Corporation {p k.a. The Dun & Bradstreet
Corporation), Cognizant Corporation and ACNielsen Corporation; dated as of October 28,1996
J[incorporated by reference to Exhibit 10(x) to thie Annual Report on Form 10-K of Ri.H. Donmlley
Corporation (p.k.a. The Dun & Bradstreet Carporation) for the year ended December 31, 1996 ﬁled
on March 27, 1997). - .

112 Tax Allocation Agreement among R.H. [onnelley Corporation (p.k. 2.The Dun & Bradstreet
Corporation}, Cognizant Corporation and ACNielsen Corporation, dated as of October 28, 1996
{incorporated by reference to Exhibit 10fy) to the Annual Report on Form 10-K of R.H. Donnelley
Corporation (p.k.a. The Dun & Bradstreet Corporanon) for the year ended December 31,1996 filed
.on March 27, 1997). .

.

.5 - Eighth Amcndtd and Restated Agreement of Limited Partnership of IMS Health L1censm§, Associates, B
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Regulation , .
$-K Exhibit * <
* Number - ) Description ’

.11 3 Employee Benefits Agreement among R.H. Donnelley Corporation (p.k.a. The Dun & Bradstreet
Corporation), Cognizant Corporation and ACNielsen Corporation, dated as of October 28, 1996
(incorporated by reference to Exhibit 10(z) to the'Annual Report on Form 10-K of R.H. Donnelley
Corporation (p.k.a. The Dun & Bradstreet Corporation) for the year ended December 31, 1996 filed
on March 27, 1997).

114 Amended and Restated Indemnity and Joint Defense Agreement among VINU NLV, VNU Inc.,
ACNielsen Corporation, Nielsen Media Research Inc., R.H. Donnelley Corporation, The Dun &
Bradstreet Corporation, Moodys Corporation and IMS Health Incorporated, dated July 30, 2004
(incorporated by reference to Exhibit 10.1 to the Registrant’s Quarrerly Report on Form 10-Q for
the quarter ended June 30, 2004 filed on August 3, 2004)

.12 Distribution Agreement between IMS Health Incorporated and Gartner, Inc. {p.k.a. Gartner Group
. Inc.), dated as of June 17, 1999 (incorporated by reference to Exhibit 10.1 to Registrant’s Quarterly
et Report on Forin 10-Q for the quarter ended June 30, 1999 filed on August 10, 1999).

.13 Distribution Agreement berween IMS Health Incorporated and Synavant Inc., dated August 31, 2000
{incorporated by reference to Exhibit 2.1 to the Registrant’s Current Report on Form 8-K ﬂled
5 September 15, 2000). .

“44  Tax Allocation Agreement between IMS Health Ini:orpo;'lted and Synavant Inc. dated August 31,
.. 2000 (incorporated by reference to Exhibit 2.4 1o the Reb;stmnt s Current Report on Form 8-K ﬂ]cd
L= - September 15,2000}

* .15 Employee Benefits Agreement berween IMS Health lncorporated and Synavant Inc. dated August 31,
. 2000 (incorporated by reference to Exhibit 2. 5 to the Rcsnstmnts Currcnt Report on Form 8-K filed
Se September 15, 2000).

16 Distribution Agreethent between IMS Health Incorporated and Cognizant Technology Solutions
Corporation dated January 7, 2003 (incorporated by reference to Exhibit 10.13 to the Amendment
. No. 2 to Form 5-4 Registration Statement of CognlzantTechx1ology Solutions Corporation filed on
January 9, 2003).

‘17 1998 IMS Health Incorporated Replacement Plan for Certain Non-Employee Directors Holding

' Cognizant Corporation Equity-Based Awards, as adopted effective July 1, 1998 (incorporated by refer-
ence to Exhibit 10.9 to Registrant’s Annual Report en Form 10-K for the year ended December 31,
1998 filed on March 1, 1999).% '

i 18 1998 IMS Health Incorporatcd MNon-Employee Directors’ Stock Incentive I’l.m as amended on July
o - 25,2000 and restated to reflect such amendment (incorporated by reference to Exhibit 10.1 to the
Registrant’s Registration Statement on Form $-8 filed on July 14, 2003).*

- .19 1998 IMS Health Incorperated Non-Employee Directors’ Stock Incentive Plan, as amended and
. restated through December 13, 2005 (incorporated by reference to Exhibit 10.17 to Registrant’s
. Annual Report on Form 10-K for the year ended December 31, 2005 filed on February 21, 2006).*

© .20 Form of Non-Employee Directors’ Stock Option Agreement (incorporated by reference to Exhibit
10,10 to Registrant’s Annual Report on Form 10-K for the year ended December 31, 1998 filed on
March 1, 1999).*

il Form of Naon-Employee Directors’ Stock Option Agreement fincorporated by reference to Exhibit
T 10.2 10 Registrant’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2004 filed
. on November 3, 2004),*

. 122 ~ Form of Non- Emplovee Directors’ Restricted Stock Agreement (incorporated by reference to Exhibit
T 10.11 to Registrant’s Annual Report on Form 10-K for the year ended December 31,1998 filed on
March 1, 1999).%

23 Form of Non-Employee Diréctors’ Restricted Stock Agreement {incorporated by reference to Exhibit
10.1 o Registrant’s Quarterly Report on Form 10-Q for the quarter cudcd September 30,2004 filed
on November 5, 2004).*

.-24  Form of'Non-Employee Directors’ Restricted Stock Unit Agreement.*t

.25 1998 IMS Health lncorpornted Non-Employee Directors’ Deferred Compensation Plan {as amended and
restated through August 1, 2002) {incorporated by reference to Exhibit 10.2 o the Registrant’s Quarterly
- Report ont Form 10-Q for the quarter ended September 30, 2002 filed on November 14,2002).*
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26
27
28

29
30

31
32
33

J4

35
n36 .
ey

38

. 1998 IMS Hea]th Incorporated Replacement Plan for Certain Emp]oyees Holding Cogmz:mt

1
'
f
o T e f S et 0 L S e A

1998 IMS Health Incorporated Non-Employee Directors’ Deferred Compensatlon Plan (as amended
and restated through January 27, 2006) (incorporated by reference to Exhibir 10.23 to Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2005 filed on.February 21, 2006) *

AL S bt

Stmmary Sheet for Non-Employee Director Remuneration as in effect at February 16, 2006 (incor-
porated by reference to Exhibit 10.24 to Registrant’s Annual Report on Form 10-K for the year
ended December 31, 2005 filed on February 21,2006).* - - - R

SRY

e i it

Summary Sheet for Non- Employee Director Remuneration as in effect at April 18, 2006 (mcorpo-
rated by reference to Exhibit 10.3 to Registrant’s Quarterly Report on Forrn 10:Q for the quarter .
ended March 31, 2006 filed on May 3,2006).*  *

Summary Sheet for Non-Employee Director Remuneration as in effect at December 19 2006 *t

Corporation Equn:y-Based Awards, as adopted effective July-1, 1998 (incorporated by reference to
Exhibit 10.8 to Registrant’s Annual Report on Form 10-K for the year ended December 31, 1998

filed on March 1, 1999).* } o AR

1998 IMS Henlth Incorporated Employees’ Stock Incentive Plan (as amended and festated effective
May 2, 2003) (incorporated by reference to Exhibit 10.7 to Registrant’s Annual Report on Form 10-K
for the year ended Decembt.r 31,2003 ﬁlecl on March 10,2004).% . h . Lo

1998 IMS Health Incorpomtcd Employees Stock lncentlve Plan (as amended and restated eﬁ‘ectwe
May 5, 2006) (incorporated by reference to Appendix B to Registrant’s Proxy Statement on Schedule
14A for the 2006 Annual Meenng of Sharcholders, File No. 001-14049).* . -

IMS Health Incorpomted 2000 Stock Incentive Plan (incorporated by reference to Exhlblt 10 1to the .
Reglstrants Current Report of Form S-8 filed _]anuary 16, 20(]1) e . AR

Form of Employees Stock Option Agreemum; (mcorpomted by reference to Exhl'mt 10. 13 o Rebntmntﬁ
Annual Report on Form 10-K for the year ended December 31, 1998 filed on March.1, 1999) *.

Forms A, B.and C of Employees’ Stock Opnon Agreements {incorporated by reference to ‘Exhibit 10 4
to Registrant’s Quarterly Report on Form 10-Q) for the quarter ended September 30, 2004 filed on
November 5, 2004).* .

Form of Purchased Option Agreement (incorporated by reference to Exhibit 10.14 to Reglstranrs
Annual Report on Form 10-K for the year ended December 31, 1998 filed on March 1, 1999) * o

Form of Employees’ Restrlcted Stock Unit Agreements (incorporated by reference to Exhibit 10 120
Registrant’s Annual Report on Form 10-K for the year ended l)ecember 31,1998 filed on March 1,
1999 - . . .

Forms A and B of Employees’ I{estricted Stock Unit Agreements '(incorporated by referetice to -,
Exhibit 10.3 to Registrant’s Quarterly Report on Form IO-Q for the quatter ended September 30,

' 2004 filed on Novembert 5, 2004).* - N e

39
40

41
42

43

43,

-

Forms A, B and C of Employees’ Restricted Stock Umt Agteements. *‘i‘ e

Forms of Change-in-Control Agreement for Certain Executives of IMS Health Inéorporated {incor-
porated by reference to Exhibit 10.15 to Registrant’s Annual Report on Form 10 K for the year .
ended December 31 2003 filed on March 10, 2004).* : v L

Forms of Change-in-Control Agreemént for Certain Executives of[MS Health [ucorporated *1'

Amended and Restated IMS Health Incorporated Employee Protection Plan, effecuve March 9, 2005
(inéorporated by reference to Exhibit 10.29 to Registrant’s Annual Report on Form 10-K for the year
ended [December 31, 2004 filed on March 15,2005).* :

IMS Health Incorporated Executive Annual Incentive Plan, as adopted effectwe_]u!y 1, 1998 (mcorpo—
rated by reference to Exhibit 10.17 to Reegistrant’s Annual Report on Form 10-K for the year ended
December 31, 1998 filed on March 1, 1999).*

Sumimary of 2005 Performance Goals and Award Opportunities under the IMS Health lncorporated
Executive Annual Incentive Plan and Performance Restricted Stock Incentive Plan {incorporited _
by reference to Exhibit 10.30.1 to Registrant’s Annual Report on Form 10 K for the year ended
December 31, 2004 filed on March 15, 2005).* ] ) .

s
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43 2 Sumumary of 2006 Performance Goals and Award Opportunities under the IMS Health Incorporated
Executive Annunal Incentive Plan and Performance Restricted Stock Incentive Plan (incorporated
by reference to Exhibit 10.35.2 to Registrant’s Annual Report on Form 10-K for the year ended
December 31, 2005 filed on February 21, 2006).*

IMS Health Incorporated Long-Term Incentive Program {incorporated by reference te Exhibit 10.1
to the Registrant’s Quarterly Report on Form 10-Q for the quarter ending June 30, 2001}.*

v .44.

.. .44.1 Exhibit A to the IMS Health Incorporated Long-Term Incentive Program — Designation of 2005-
.06 Performance Period, Performance Goal, and Award Opportunities {incorporated by reference to
"Exhibit 10.31.1 to Reegistrant’s Annual Report on Form 10-K for the year ended December 31, 2004
filed on March 15, 2005).* .

44 2 Exhibit A to the IMS Health Incorporated Long-Term Incentive Program — De51gnat1on of 2006~
07 Performance Period, Performance Goal, and Award Opportunities (incorporated by reference to
Exhibit 10.36.2 to Registrant’s Annual Report on Form 10-K for the year ended Decembcr 31,2005
filed on Fcbruary 21, 2006).*

v

“» 45 IMS Health lncorpor;m_d Supplemental Executive Retirement Plan {as amended and restated effective
T April 17,2001) (incorporated by reference to Exhibit 10.18 to the Reegistrant’s Annual chort on
::;«‘ : Form 10-K for the year ended December 31, 2001 filed on March 21, 2002).*

S 45.1 First Amendment to the IMS Heakth Incorporated Supplemental Ex&cunvc Rt_tlremcnt Plan (as amended

and restated effective April 17, 2001) (incorporated by reference to Exhibit 10.2 to the Reegistrant’s
Quarterly Report on Form 10-CQ for the quarter ended june 30,2003 filed on August 5,2003).*

7452 IMS Health Incorporated Supplememal Executive Retirement Plan (as amended and restated eﬂ'ectwc
as of January 1, 2005). %4 '

lMS Health Incorporated Retirement Excess Plan, as adopted Lff'ecnve _]uly 1 1998 (mcorpomted by
reference to Exhibit 10.19 ro Registrant’s Annual Report on Form 10-K for the year ended December
31, 1998 filed on March 1, 1999).*

.. 46.1 First Amendment to the IMS Health Incorporated Retirement Excess Plan, dated September 1, 1999

.

46

~ "
.

{incorporated by reference to Exhibit 10.7 ro Registrant’s Quarterly Report on Form 10-Q for the -
;+ quarter ended September 30, 1999 filed on November 15, 1‘)99)

. .46.2 IMS Health Incorporated Retirement Excess Plan (as amended and restated effective as of January 1,

Py,

-

By

2005).*+

. IMS Health ]ncorpor'm.d Savings Fquahzatlon Tlan, as adoptr.d effective July 1, 1998 (mcmporated by
reference to Exhibit 10.21 1o Registrant’s Annual Report on Form 10-K for the ycar ended December
31, 1998 ﬁlcd on March 1, 1999).*

* 47.1 First Amendment to the IMS Health Incorporated Savings Equalization Plan, dated September 1, 1999
o (incorporated by reference to:Exhibit 10.8 to Registrant’s Quarterly. Report on Form 10-Q for the
. quarter ended Seprember 30, 1999 filed on November 15, 1999).*

© 47.2-"Second Amendment to the IMS Health Incorporated Savings Equalization Plan, dated October 1,
- 1999 (incorporated by reference to Exhibit 10.31 vo Registrant’s Annual Report on Form 10-K for
the year ended December 31, 2000 filed on March 17, 2000).*

-.47.3 IMS Health Incorporated Savings Equnhzauon Plan {as amended and restated effective ds of
January 1, 2005), *1‘ -

IMS Health Incorporated Executive Deferred Compensation Plan (as amended and restated effective
August 1, 2002) (incorporated by reference to Exhibit 10.1 to the Registrant’s Quarterly Report on
Form 10-Q for the quarter ended September 30, 2002 filed on November 14,2002).*

.48.1 Selected portions of the Prospectus Supplement, dated September 27, 1999 setting forth certain terms
and conditions of the Executive Deferred Compensation Plan for U.S. employees (incorporated by

~ reference to Exhibic10.4.2 to Registrant’s Quarterly Report on Form 10-Q for the quarter ended
September 30, 1999 filed on November 15, 1999).*

-.48.2 Selected portions of the Private Placement Memorandum, dated September 27, 1999 seuting forth
o certain terms and conditions of the Executive Deferred Compensation Plan for ULS. employees
(incorporated by reference to Exhibit 10.4.3 to Registrant’s Quarterly Report on Form 106-Q for the
quarter ended September 30, 1999 filed on November 15, 1999).*

R R

48 "

<!y
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49 -
.50

.50.1

- 2005). *¢

5241

.53

o L2000).%
53.1

- . 10-K for the year ended December 31, 2000 filed on.March 30, 2001).* -
.54

54.1

53

.535.1

.56

s e e R S R S i Sl i

IMS Health European Deferred Compensation Plan, dated December 1. 1999 (incorporated by refer-
ence to Exhibit 10.31 to Registrant’s Annual Report on Form 10-K for the year ended December 31,
2000 filed on March 17, 2000).*

IMS Health Incorporated U.S. Executive Retirement Plan {as amended and restated effective April 17,
2001) (incorporated by reference to Exhibit 10.41 to the Rcblstmms Annual Report on Form 10-K
for the year ended December 31,2001 filed on March 21, 2002).* . :

First Amendment to the IMS Health Incorporated U.S. Executive Retrement I’l:m (as’ amended
and restated effective April 17, 2001) (incorperated by reference to Exhibit 10.1 1o the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2003 filed on August 5,2003).*

IMS Health Incorporated U.S, Executive Retirement Plan (as amended and restated effective as ‘of .-
January 1, 2005).*t . ' . -

IMS Health incorparated Executive Pension Plan effective as of April 17, 2001 (incorporated by refer-
ence to Exhibit 10.3 to the Registrant’s Quarterly Report on Form 10-Q) for the quarter ended June
30, 2003 filed on August 5, 2003).* :

IMS Health Incorporated Executive Pension Plan {as’ amended and restated effective as ijalluar) 1,

Amended and Restated Employment Agreement by and between IMS Health Incorporated and R.Qberr
E. Weissman, dated as of January 1, 2000 (incorporated by reference to Exhibit 10.22 to Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2000 filed on March 17, 2000).*

Amended and Restated Amendment dated as of January 15,2001 to the Amended and Restated
Employment Agreement by and between IMS Health Incorporated and Robert E. Weissman, dated
as of January 1, 2000 (incorporated by reference to Exhibit 10.42 to Registrant’sAnnual Report on
Form 10-K for the year ended December 31, 2000 filed on March 30,2001).*

Amended and Restated Employment Agreement by and between IMS Health Incorporated and ‘
Victoria R. Fash, dated as of January 1, 2000 (incorpotated by reference to Exhibit 1023 to - -
Registrant’s Annual Report on Form 10-K for the year ended Decembv.r 31,2000 filed on March 17,

Amended and Restated Amendment dated as of January 15,2001 to the Amended and Restated
Eniployment Agreement by and between iMS Health Incorporated and Victoria R., Fash, dated as of
January 1, 2000 (incorporated by reference to Exhibit 10.43 to Registrant’s Annual Report on Form

Amended and Restared Employment Agreement by and between IMS Health [ncorporated md
David M. Thomas effective as of January 1, 2005 (incorporated by reference to Exhibit 10.1 to the
Registrant’s Current Report on Form 8-K filed on February 18, 2005).* .

Amendment dated December 19, 2006 ta the Employment Agreement by and between IMS Health
Incorporated and David M. Thomas effective as of January 1, 2005.%F -

Employment Agreement by and between IMS Health Incorporated and Gilles Pajot effective as-of
November 14, 2000 (incorporated by reference to Exhibit 10.45 to Registrant’s Annual Report on
Form 10-K for the year ended December 31, 2000 filed on March 30, 2001).*

Employment Agreement by and between IMS Health Incorporated and Gilles Pajot as arhiended and
restated at February 16, 2006 (incorporated by reference to Exhibit 10.47.1 to Registrant’s Annua]
Report on Form 10-K for the year ended December 31, 2005 filed on February 21, 2006).*

Employment Agreement by and between [MS Healch Incorporated and Gilles 1’3_]01: effecnve

"May 7, 2006.*t

Reestricted Stock Unit Agreement by and between IMS Healch Incorporated and-Giiles Pajot dated
as of January 3, 2006 but executed on February 16, 2006 (incorporated by refererice to Exhibit
10.47.2 1o Registrant’s Annual Report on Form 10-K for the year ended December 31, 2005 filed on
February 21, 2006).* .

Employment Agreement by and between [M$ Health Incorporated and James C. Malone effective as

of November 14, 2000 {incorporated by reference to Exhibit 10,46 to Registrant’s Annual Report on -
Form 10-K for the year ended December 31, 2000 filed on March 30, 2001).*
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.58.1

58.2

65

66

.67

Amended and Restated Employment Agreement by and becween IMS Health Inc'o‘rporated and Robert |
H. Steinfeld effective as of February 11, 2003 (incorporated by reference to Exhibit 10.5 to the Registrant's
Quarterly Report on-Form 10-Q for rhe quarter mded June 30,2003 filed on August 5, 2003).*

. First Amendment, eﬂ"ectwe as of January 1, 2005, to the Fmployment Agreement between IMS Health o

Incorporated and Robert H. Steinfeld effective as of February 11, 2003.%

First Amendment to the Change-in-Control Agreement for Robert H. Steinfeld, effective as of
January 1, 2007 %t .

Amended and Restated Employment Agreement by and between IMS Health lncorporated and
David R. Carlucci effective as of January 1, 2005 (incorporated by reference to Exhibit 10,2 to the
chlstrants Current Report on Form 8-K ﬁ]ed on February 18, 2005).*

Employment Agreement by and between IMS Health Incorporated and David R.. Carlucm ‘as ameénded
and restated at February 16, 2006 (incorporated by reference to Exhibit 10.50.1 to Reg:strnnts Annual
I{eport on Form 10-K for the year ended December 31, 2005 filed’ on Fcbruary 21,2006).*

First Amendment, effective as ofjanuary 1, 2005, to the Employment Agreement berween IMS Health
Incorporated and David R. Carlucci as amended and restated at February 16, 2006.%1 '

Amended and Restated Employee Agreement by and between IMS Health Incorporatedﬁand Nancy E.
Cooper effective as of February 11, 2003 (incorporated by reference to Exhibit 10.4 to the Registrant’s
Quarterly Report on Form 10-Q for the quarter ended June 30, 2003 fited on ' August 5,2003).*

Amended and Restated Credit Agreement among IMS Health Incorporated as a Borrowcr, iMS

AG as 1 Borrower, IMS Japan K.K., a5 a Borrower, The Lenders Parties Mereto, Wachovia Bank,
National Association, as Administrative Agent, Barclay$ Bank PLC and ABN Amro Bank N.V. as Co-
Syndication Agents, and Suntrust Bank and Forcis Capital Corp, as Co-Documentation Agents darted
March 9, 2005 {incorporated by reference to Exhibit 10.47 to Registrant’s Annual Report on Form
10-K for the year ended 1December 31, 2004 filed on March 15, 2005).

Firse Amendment execured on July 18, 2005 and effective as of June 17,2005 to the Amended and
Restated Credit Agreement among IMS Health Incorporated as a Borrower, IMS AG as a Borrower,

- IMS Japan K. K. as a Borrower, The Lenders Parties Thereto, Wachovia Bank, National Association, as

Administrative Agent, Barclays Bank PLC and ABN Amro Bank N.V,, as Co-Syndication Agents, and
Suntrust Bank and Fortis Capital Corp, as Co-Documentation Agents dated April 5, 2004 (incorpo-
rated by reference to Exhibit 10.1 to Registrant’s Quarterly Report on Form 10-( for the quarter
ended September 30, 2005 filed on November 2, 2005). .

Share Purchase Agreement, dated as of December 21, 2004, by and berween IMS Health lrncorporéted‘
and The TriZetto Group, Inc. (filed as Exhibit F to IMS's Amendment No. 4 to Schedule 13D filed on-
December 22, 2004 with respect to the TriZetto Common Stock). : - :

Abrecment and Plan of Merger, dated as of july 10, 2005, among IM$ Health Incorporated, VNU
N.V,, [saac Holding Corp. and Isaac Acquisition Corp. {incarporated by reference to Exhibic 2. I'to
Reegistrant’s Current Report on Forim 8-K filed on july 11, 2005). -

Letter Agreement, dated November 16, 2005, among IMS Health Incorporated, VINU N.V. and Isaac .
Acquisition Corp. (incorporated by reference to Exhibit 10.1 10 Registrant’s Current Report on Form
8-K filed on November 17, 2005).

Repurchase agreement berween IMS Health ]ncorporated and Bank of}\merica N.A., dated January
30, 2006 (incorporated by reference to Exhibit 10.1 to Registrant's Current Report on Form 8-K -
filed on February 3, 2006).

$175,000,000 Credit Agreement between IMS Health Incorporated and Bank of America, N.A., dated
as of February 1, 2006 (incorporated by reference to Exhibit 99.2 to Registrant’s Current Report on
Form 8-K filed on February 3, 2006). -

Closing Agreement on Final Determination Covering Specific Matters dated as of March 15, 2006
by and between IMS Health Incorporated and the Commmissioner of the Internal Revenue Service
(incorporated by reference to Exhibit 10.1 to Registrant’s Quartcrly Report on Form 10-Q} for the
quarter ended March 31, 2006 filed on May 5, 2006).
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i .68 - Clmm[3 Agreement on Final Determination Covering Specific Matters dated as of March 15, 2006 by
and berween IMS Health Licensing Associates L.L.C. and the Commissioner of the [nternal Revenue -
Service (incorporated by reference to Exhibit 10.2 to Registrant’s Quarterly chor[ on Form*10-Q -
for the quarter ended March 31,2006 filed on May 5, 2006). ’ . v

a T 69 $50,000.000 Credit Agreement between IMS Health Incorporated and Fortis Capltal Corp dated as
of June 27, 2006 (mcorporuted by reference to Exhibit 99.1 to Registrant’s Current Report on’Form

B-K filed on June 30,2006), . - .

.70 $1,000,000,000 Credit Agreement, dated as of July 27, 2006, by and among lMS Health lncorporated
: as 2 borrower, IMS AG. as a borrower, IMS Japan K.K., as a borrower, the lenders party thereto,
Wachovia Bank, National Association, as admmntratwe agent, Barclays Bank PLC and ABN Amio -
. . Bank N.V., as co-syndication agents, buntrust Bank and Bank of America, N.A., as co-documentation
t. 0« apents,and Wachovia Capital Markets, LLC, as lead arranger and sole book runner (mcorporated by
“reference to-Exhibit 99.1 to Registrant’s Current Report on Form 8-K filed on August 1, 2006).

L e i Sl A A e T A e o b b S A L B A

.71 IMS Health Incorporated Defmcd Contnbunon Executive Rctlremcm Plan, effecnve as of
. January 1,2007.*¢ ) : : - ’ -

E o

21 List of Active Subsidiaries as of December 31, 2006.1 ’ R
23° Consent of Independent Registered Public Accounting Firm.t . ’
311 © CEQ 302 Certification pursuant to Rule 13a-14{a)/15d-14(a) .} * :
3.2 " CFOQ 302 Certification-pursuant to Rule 13a-14(a)/ 15d-14(a).1 5‘
321 " Joint CEQ/CFO Certification Requlred under Section 906 of the Sarbanes- ‘Oxley Act of 2002, '[' :
* .e\fanqer'mem contract of rbrnp(;ruatory plan or arrangement -
1 Filed herewith i
E - - _ j
4 . * %
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Exhibit 21—IMS Health Incorporated Actlve Subsu:harles
as of December 31, 2006 -

State or Other ) ’ % Ownershi.p_. .
Jurisdiction of ' # 7t 104% Except .
Name Incorporation - . .as Noted
BATTAERD MANSLEY PTY LTD ........................ South Africa o L
COORDINATED MANAGEMENT SYSTEMS, INC. .......... Delaware Treoer Y
DATA-NICHE ASSOCIATES, INC. .2 7. ... o Illineis
DYNAMIC RESEARCH & SOLUTIONS,INC................ Drelaware -t
ENTERPRISE ASSOCIATES, LLC ... e Delaware ! . .
. IMS CHINAMETRIK INCORPORATED. e Delaware = - ’ L. - :
Y IMS MarLr.t Rescarch Consulting (Shanghai) Co., Led. .. ... ... .., China : o=
IMS CHINAMETRIK LIMITED ...... ... oo ... . Hong Kong - T
Global Crown Investment Limited . ... .. ............ .. T Hong Kong , . . =
United Research China (Shanghai) Led. ... ... ... ........ ’ Drelaware - -
IMS Meridian Limieed .. ... ... L0 P " Hong Kong ’
- IMS Meridian Research Limited . . . . . S British Virgin Islands )
. Meridian Research Vietnam Led!. . ... .. ... ... ... ..., ~ .. Vietnam
IMS CONTRACT MANAGEMENT SERVICES INC......... Delaware o _
. IMS HEALTH ASIA PTE.LTD. . . . ... e Singapore - . YL,
"+ . IMSHEALTH,CANADALIMITED ........................ Caiada ' :
- IMS HEALTH DEUTSCHLAND GMBH . .. ... . ... .. ...... Germany : * ’
IMS Health'Beteiligungs-gesellschaft mbH . ... ... ... ... ... Germiany - °
IMS Health GmbH & Co.OHG. .. ... ...................... Germany ' .
e Fricke & Pirk GmbH. .. ... ... e P "Germany - o i
‘ IMS Hellas EPE. . ... .. .. P ‘Greece
SCICON Wissenschaftliche Uutcrnf.hmensbcmtung GmbH .. ... Germany ’
. SCICON Wissenschafiliche Umcrnehmensbcmtung GmbH . .. Switzerland
. IMS HEALTH FINANCE INC....... P D ~ Delaware
JIMS HEALTH GROUP LIMITED .. . ....................... United Kingdom
- IMSHeath HQ Limited . ......... ... ... . o... 7. .. United Kingdom
3 . IMS Holdings (UK.) Limited . <. .......................... United Kingdom
IMS Health Limited. .. ... .. e e United Kingdom T
, IMSWorld Publications Ltd. . [ -......... ... .. ... ... United Kingdom =~ -
- Pharma Strategy Group Limited . . . . .. U United - Kingdom
Cambridgc Pharma Consultancy, Ltd.. .. ... ... ..... .. ‘United Kingdom :
‘Cambridge Pharma Consultancy, fnc. ..o .- Delaware .. 7 - _
o ‘ PPR Communications Ltd.. . . . .. e F “.. United Kingdom - o
2 . IMS (UK) Pension Plan Trustee Company Limited © .. .. .. .. .. United Kingdom :
- IMS. Health Surveys Limited . .. .. ... ... .. ... ..... CI .. United Kingdom
IMS Health Nerworks Lmuted ................ AU United Kingdom .
IM3 Hospital Group Limited . . . T e oo United Kill‘lgd()':lll . L
IMS HEALTH INDIA HOLDING CORPORATION. . ... . . ... Dilaware
RX India Corporation. .. ..., ... o Delaware |
IMS Health India Private Limited . ... .. .. P S India
IMS HEALTH KOREA LTD. . ....... R Korea
IMS HEALTH,LDA. . .............. S e Portugal
Azyx Servicos de Geomarketmg Farmaceunco Ltda. .............. Portugal . ’
. IMS HEALTH LICENSING ASSOC[ATES L.L. C ....... e Delaware ’ ) 92.74
. Spartan Leasmb Corporanon ............. e e Delaware '
IMS HEALTH' LIMITED. ... ... ... .. e Ireland
- Medical Daca Systems Limited ... ... .. [P e .. Ireland
IMS HEALTH PHILIPPINES, INC.......................... Philippines -
e . IMS-HEALTH PUERTO RICO INC.. e R . Puerto Rico
. 1% IMSHEALTHS.PA...... .. .. S U haly =~ -
Tee Aboutpharma Srl. ... ... L. e haly
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: : ; ; 2
IMS HEALTH TAIWAN LTD. ... ... ........ e Taiwan
IMS HEALTH TRADING CORPORATION . ................ Delaware
~IMS Health Holdings (Pty,) Ltd. .. e South Africa :
IMS Health (Pry) Ledd oo oo e South Africa
IMS HEALTH TRANSPORTATION SERVICES . E - . ;
TCORPORATION . ... ... o i i e ias Delaware e o ) ;
IMS HEALTH (ISRAEL) LTD. .. ...............ooiinn.. . Israel e . : e
IMSJAPANK.K. . ... ... e Japan
PMSI Japan Ld.......... e e " Japan :
. IMS NETHERLANDS HOLD[NG BV . e .. Netherlands. - L
IMSAG T i s Switzerland Nt
IMS Health Argentina S.A. . . . .. P Argentina . LT
Phama S.A. ..o [ Argentina ) v
Pharmadat Marktforschungs Gesellschaft mbH. ... . Austria -~
IMS Health S.PR.L.. ... e e e s Belgium
HEDM bvba/sprl. e Belgium
. “Source Belgiumsa/nv ... Belgiiim
CIMS Health Finance Led.-. . oo oo oo . ... Bermuda
IMS Health Bolivia SR.L. ... ... U SR ‘... Bolivia "V
CIMSHealthDoBrasil Ltda. ... ..o oot Brazil '
- Genexis Servicos De Informacao LTDA . ................. .. Brazil - Tt .
IMS Bulgaria E.o.o) ... o -Bulgaria . RS i
Asesorias IMS Health Chile Lmutada ......................... Chile ‘ ‘
Intercomunicaciones Y Servicio de Datos Interdata SA. ......... . Colombia PR 1 )
IMS Adiiatic d.c.0.za konzaltmg ............................ Croatia ' . . v
IMSHealthas.. .© .. oo L B . Czech Republic . s
IMS Republica Dominicana, S.A. . ..o nn S e Dominican Republic
IMS Ecuador S.A.. . ... e » Ecuador N
IMS Health Egypt Limited . ... .......... P . Egypt . . .
IMS Health Oy ... .. e T i . ............. Finland ’ "
IMS Health SAS. oo ooy T PP France
Groupe PRO. . ... ... ... . ... [ ".* France
PR [nternanional. . .. oo e France
PR Editions . ... ...l e France
IMS Software GmbH .. . .. e Germany
Asserta Centroamerica Medicion de'Mercados, S.A. . ... oL Guatemala .
IMS Health Services Led, ... ... o e Hungary S ]
VINU Finance & Holding BV.. ... [ . . oo ... o ... Todia ’ 50.00
h IMS Health Bangladesh Limited. . ... ....... ... ... ... ‘Bangladesh ’
IMS Health Lanka (Private) Lunlted. B O Sri Lanka .-
PT.IMS Health Indonesia. ... .5, ..., ... e e . Indonesia ‘ 95.00
UAB IMS Health ... :. .. ... e e e Lithuania T L
IMS Health Malaysia Sdn. Bhd. 0. ..o .. . o0 Cieee e PN Malaysia S L L. v
‘Interdata SRL.de CV. ... .. Mexico LT T
IPP [nformacion Promocional y Publicitaria S.A.de C.V. . . . .. e - Mexico ] ’ ' -
Informations Medicales & Statistiques SAR.L. . ........ e Morocco 3
IMSHealth BV, .t v e Netherlands  * -~ * ! .
IMS Health Finance BV ... oot N Netherlands : ‘ o
* IMS Health Norway A/S ... ... e e . Norway '
. IMS Health Pakistan‘(l’rivatc) Limited. . ............. ... A, Pakistan -
IMS Health Paraguaya SR L. .. o0t vt n e Paraguay -
5 IMS Health Del Peru S.A.. . [ oo oo “. Peru —
Azyx Polska Geopharma lnformanon Serwces Spzoo.. ... ... Poland )
IMS Poland Limited Sp.2.0.0 -« ool Poland , o -
IMS Pharmaceutical Services Stl. ... ... . o o o . Romania C . '
IMS Information Medical Statistics, spol.s.ro. ooy v Slovak Republic - . .. S
IMS Services, pharmaceutical marketing services Ltd. . . [ Slovenia : o )
IMS Health, SIA. . ... s Spain -~ ‘ »
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. Jurisdiction of 100% Except
. Name ) -+, Incorporation as Noted -
IMS Productions Hubs, S.L. . . oo et . Spain "
" MercadosY Analisis, AL ... Lo [ oo Spain AL
CORE Holding GmbH .. .. ... .. ..... e Switzerland :
CORE Center for Qutcomes Research GmbH ....... e ... Switzerland
CORE-USALLC. .. .7THh. .0 . 1., L C o .- .:. Indiana -
IMS Health GmbH. . ... ..., ... .. .. e Switzerland .
M&H Informates Holding AG . ... ... ... .. ..o o o ... Switzerland -
- ACCELETRAAG .. ........... e T Switzerland .
'M&H Informarics AG ... ......... e ".... Switzerland s
M&H Informatics (BD) . ................... . Bangladesh
Interstatistk AG ... .................... D Switzerland "
Datec Industria ¢ Comercio, Distribuidora
_ Grafica e Mala Direta Leda, ..o L. e Brazil
" IMS Health Marktforschung GmbH. .. .. .. ... .. . 0. L. Austria
IMS Health Tunisiasarl . . ... ... ... . .. .. ..l . .. ... Tunisia
IMS Health Tibbt Istatistik Ticarét ve Musavirlik Led Sirkeet . ... .. ., Turkey
IMS Health Urngnay S.A. .. ..o o o I Uruguay -
PMV DcVenezue]a CA. ...... e Venezuela
IMS SERVICES LLC..... e B Delaware
IMS Health (Australla) Partnership ... ... ... ... Lo L. Australia
IMS Health Australia Holding Poy. Led. ... 0. ... e <. Australia
IMS Health Australia Pry. Led.. . .. ... .. e Australia
o M-Tag Pey Limited .. .. ... ......... . ... e Australia
Battaerd Mansley Pry. Led. ..o o Australia - N
Bartaerd Mansley India Private Limated . ... .. ... ......... India -
IMSHeakh (NZy Limited . ... oo MNew Zealand
IMS SOFTWARE SERVICES, LTD .......................... Delaware .
IMS Health AB . .o oo e e e e e Sweden
Medical Radar Holding AB.. . L " Sweden
IMSMedical RadarAB . .. .......... .. .. .............. Sweden
-IMS Sweden AB .. ... ... [ e «. Sweden
INTERCONTINENTAL MEDICAL STATISTICS o .
. INTERNATIONAL, LTD.(DE). .......... P R, .. Delaware
MARKET RESEARCH MANAGEMENT INC................ Delaware N
PHARMETRICS, INC. Massachusetts .
ROSENBLATT-KLAUBER GROUP,INC. ................... Vermont .
IMS HEALTH CONSULTING,INC. . ..., ... ............... Canada
SOI._TRCE INFORMATICS LIMITED . ... ............. e United Kingdom
IMS GOVERNMENT SOLUTIONS,INC. ................... Virginia E
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'Exhlblt 23 Coment oflndependent Reglstered Public Accountmg Firm
WC hereby consent to thc 1ncorp0r:1t10n by referencc in Eh(. Re&,lstratlon Statemenrs on Form §.8 LT
(Nos. 333-53712, 333-69195,:333-67779, 333-58361, 333-107004 and 333-138320) of IMS Heaith . . ¥/
lncorporated of our report dated February 26, 2007 relating to the consolidated financial statements; IS s
financial statement schedulc nn?mgenwnts assessment of the effectiveness of internal control over
financial reporting and the effectiveness of 1nternal control over financial reporting, which appears in

this Form 10-K.

J I’ricé\;raterhouseCOOpcrs LLP
; _Nchork, New York
February 26, 2007
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Exhibit 31.1—CEO Certification S L

.I Dawd R. C1rlucc1 certify that: : o e . .

1. I have reviewed this Annual Report on Form 10-K oflMS Health. lncorporated {the " reglstrant )

2. Based on-my knowledge this report does not contain any untrue statement of 3 material fact or omlt
to statea material fact neccsaary to make the statements made, in light of the circumstances under, '
which such statements were ‘made, not niisleading with réspect to the period covered by this report,

3. Based on my knowledge, the financial statements, and other financial information included in:this
report, fairly present in"all material respects’ the financial condition, results of operanom and cash *
flows of the regmrant as'of, and for, the periods presented in: this report;. . .

4. The registrant’s other certrfymé, officer and [ are respons1blc for establishing and mamtamm&, disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(¢) and 15d-15(e}) and internal
control over financial reporting (as deﬁned in Exchange Act Rules 13:1 15(f) and 15d-15()) for the
registrant and hwc ' '

.

{a) Designed.such discloéure‘contml.s_ and procedures, or caused such disclosure controls.and proce-
dures to be:designed under our supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to 'us by others within those
entities, particularly during the period in.which this report is being prepared; . !

(b} Designed such internal control over financial réportihg' or caused such internal control over
financial reporting'to be designed:y undcr our supeérvision, to provide reasonable assurance regard-
ing the reliability of financial: ‘reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting prmc:plu e -

- f

. (© Evaluated the effectlvcnesx of the reglsrrants disclosure controls and procedures and prcscnted in -
this report our conclusmns about the effectiveness of the drsclosure contro!s and procedures, as of

the end of the penod covered by this report based on Such evaluanon and .. - DS

(d) Disclosed in  this report any. chfmge in theregistrant’s mtemal .control over ﬁnancml report--*
ing that occurred during the regrstrants most recent fiscal quatter (the registrant’s fourth ﬁsca‘;
quarter in'the case of ani annual réport) that has materially affected, or is reasonably l]kcly to

matenally affect, the reglstrants mternal control over financial.-reporting; and "’

5. The regrstrants other. cemfym&, officer and 1 have disclosed, based on ‘our most recent evaluation of’
internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s board of directors (or- spersons perf’ormmg the equwalenr functions): - - . S

(a) All significant deﬁcrcncrcs md matcrml wcaknesses in the design or operation. ofmtcrnal control
over financial repornng'whlch are rc150111b1y likely to adversely. affect the registrant’s ability to -
record, process, summarize and report financial information;and ., . o -

{b) Any fraud, whethcr or not material, thar involves mahagement or other employees who have a
significant role in the registrant’s internal control over financial reporting.

.o

Date: February 26,2007 :
By: /s/ David R.. Carlucci R

David R.. Carlucci - ' .
Chairman, Chief Executive Officer and President - : Coe
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Exhibit 31.2—CFQ Certtfication

l!
1.
2.

Leslye G. Karz, certify that:
I have reviewed this Annual Report on Form 10-K of IMS Health Incorporated (the “registrant”);
-Based on my knowledge, this report does not contain any untrue statement of a material fact or omit

to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this report;

. Based on my knowledge, the financial statements, and other financial information included in this

report fairly present in all material respects the financial condition, results of operations and cash
flows of the registrant as of, and for, the periods presented in this report;

. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure

controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal
control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f )) for the

registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and proce-
dures to be designed-under our supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

(b} Designed such internal control over. financial reporting, or caused such internal control over
financial reporting to be designed under our supervision; to provide reasonable assurance regard-
ing the reliability of financial reporting and the preparation. of financial statements for external
purposes in accordance with generally accepted accounting principles; :

{c) Evaluated the effectiveness of the reglstmnts disclosure controls and proccdures «and presented in

this report our conclusions about the effectiveness of the disclosure controls and procedures, as of

the end of the period covered by this report based on such evaluation; and ‘ "

(d) Disclosed in this report any change in the registrant’s internal control over financial report-
ing that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal
quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial repo_rtmg, and

5. The registrane’s other certifying officer and I have disclosed, based on our most recent evaluation of

" internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control
over financial reporting which are reasonably likely to adversely affect the rcglstrants ability to
record, process, summarize and report financial information; and .

(b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting..

Date: February 26, 2007 ' L
By: /s/ Leslye G. Katz

Leslye G. Katz .
Senior Vice President and Chief Financial Officer -
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Exhibit 32.1—Certification Pursuant to Section 906 of the Sarbanes-Oxley Act..
of 2002 (Subsections (a) and (b) of Section 1350, Chapter 63 oletle 18, United .
States Code) '

Pursuant to section 906 of thc Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of section 1350,
chapter 63 of title 18, United States Cade), each of the under51g11ed does hereby certify that:

The Form 10-K for the fiscal year ended December 31, 2006 (the “Form 10-K”) of the Company fully
complies with the requirements of section 13(a) or 15(d} of the Securities E‘cchange Act of 1934 and
information contained in the Form 10-K fairly presents, in all material rcspcas the ﬁn:mcml condition
and results of operations of the Company.

Date: February 26, 2007 By: /s/ David R.. Carlucci

David R Carlucm R -
Chalrman Chlef Executlve Officer and President

Date: February 26, 2007 - By: /s/ Leslye G. Katz S

Lestye G Katz . -
Semor\hce Premdcnt 'md Chlef Flmncnl Ofhcer

The forebomg certlﬁcanon is being furmshed solely pursu:mt w secuon 906 of thc Sarbancs Oxley Act
of 2002 (subsections (a) and (b} of section 1350, chapter 63.of. mle 18, Umted States Code) and 1s not
being filed as part of the Form 10-K or as a separate disclosure document

A signed original of this written statement required by Section 906 has been pr0v1ded to IMS Health
Incorporated and will be retained by IMS Health Incorporated and furnished to the Securities and
Exchange Commission or 1ts staff upon request. '

i
x!
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Operatmg Inconle (Non GAAP)®

Reconcﬂ]atlon of US: GAAP Operatmg Income to

- 140 » IMS 2006 ANNUAL REPORT

o l 2006 . l 2005 2004 003 - 2002

: Opera[mg Incomc-—-U SGAAP. T f ol sddsl $4208 83865 $3615 *  $403.0
Adjustments. O BKUE TR SRR & “':’, 1 6.0m, 17.9@ 0.0 37.260 0.0
*Openating Income (Non- GAAP) P e T 1450.2 T 438.7 386.5 3987 7 4030
- lmpact f SFAS 123R. ... v . 39.8@ 0.0 00 - - 0.0 0.0
Operating Income (Non GAAP) exc]udmb : ‘ )
impact of SFAS I23R. ST T §490.0 3438.7 "8386.5 3398.7 ) $403.0

{a} “Operating Income (Non- CAAI’)”d ers from the S, C‘AAP Operating Income’ " for each year presented by amotnts that are detailed above.
P P E’ yearp Y

Operating Income (Non- -GAAP) is-used by management for the purpeses of global businéss decision-maleing, including developing budgets and
managing (‘.\pcndrmr{‘s Operating Income (Non-GAAP) excludes certain U.S. GAAP teasures.to the extent that management belicves exclusion
will ﬁmhmre comparisons across periods and more clearly indicate trends. Although IMS discloses Operating Income (Non-GAAP) in order to give to
investors a view of its business as scen by manaecmtm this adjusted (Now-GAAP) measure is not prepared :pca_ﬁmﬂy Jfor investors, is not preparcd

- under a comprehensive set of accounting rules, and is not a replatement for the more comprehensive informution for investors included i in IMSs U.S.

" GAAP financial statements. The method IMS uses to prepare Operating Income (Non-GAAP) differs in significant respects from U.S. GAAP and

is hkely to diffes froms the methods used by other companics. Investors interested in management’s adjasted Operating income { Non- CAAP) are uiged

1o review the detailed reconciliations of the adjusted measure o ULS. GAAP Operating Iicomne.

(b) Represenis investment hankers” fees.diie on-a $45.0 million payient reccived from The Nielsen Companyﬁ-mlfrly knoun as VINU NV, in
connection with the termination of the proposed merger between IMS and The Niclsen Company. The termination of the merger agreement between
IMS and The Niclsen Cumpany orenrréd in November 2005. The bankers’ fecs are excluded from Operating Income (Non-GAAP) because the ¥
were incsireed spcry‘imn'fy in relation to the proposcd mezger of IMS with The Nielsen Company and are not related to IMS's core business operations.

(@ Represents stock-based compensation expense.in 2006, IMS adopted SFAS 12IR offective January 1, 2008 under the modified prospective transi-
tion methad. In accordance with that method, IMSs U.S. GAAP Consolidated Financial Statements for prior periods have.viot been retroactively

~adjusted to reﬁm and do not include, the impat of SFAS123R. Asa re.mi': Opcram:q Income (Non-GAADP) in 2006 is shaum without the qu .

“of these eosts in a manncr comparable awitl: prior years.

(d) Represents mergercosts in 2005 relating to professional fees incurred in connection with the proposed merger between TMS arid Tl'u' Nielsen .
Company. These costs, are exeluded from Operating Income (Non-GAAP) because they were incurred spcaﬁmﬂy in relation te the pmposed neerger

* and are not related 10 INS's core business operations,

fc) Represents $37.2 miilion of expense in 2003 for severanee, unpamnem dnd other charges, incheding severance for approximately 80 employees,
contract cancellations and impairments, idle real estate facilities and software writcdowns. These amounts are excluded from Operating Income
* (Non-GAAP) because they represent costs “thtat were net related o IMS’s core operations on an ongoing basis. Severance, impairment and other

" charges were remrdcd in"2000, 2001 and 2003 and there can be ne assurances that such tharqt's will not be recorded in the firrure.

Thucﬁnanaal tables :houl’d be rzad in coryunamn with IMS’s Annual Report on Form IO—K a copy of which is included in this
documem, and with IMS's other filings previously made or to be made um‘h the Securities and Exchange Commmton
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Board of Directors

DAVID R. CARLUCCI is chairman and chief -
executive officer of IMS. He was elccted tothe
IMS board in 2005. ‘ '

CONSTANTINE L. CLEMENTE 15 retired e‘cecume vice |,
president, Corporate Affairs, secretary aind” corpotate
counsel of Pfizer [né.,a global pharnnceuncal com-
pany. He was elected to the IMS board in 2001 and
serves on the Nominatihg & Govnrn:mce and Human
Resources Committees.

JAMES D. EDWARDS is former managing partner —
Global Markets for Andersen, the public accounting
firm. He was elected to the IMS board in 2002 and -
chairs the Audit Committee.”

KATHRYN E. GIUSTI is chief executive officer and
tormer president of the Multiple Myeloma Research
Foundation, a non-profit orgahization aimed at
funding research and advancing awareness of -
multiple mycloma She joined the IMS board in_
2002, and is a member of the Nomm ating 8(
Governance Committee. S

JOHN P. IMLAY, JR. is chairman, Imlay in'vescmen:s.
Inc., a private venture capital invesrment firm. Heé has
been a director since 1998 and is a member of the -
Human Resources Committee.

ROBERT J. KAMERSCHEN is chairman of Survey
S-lmplm;, [nternational, a-supplier of survey samples
_to the global market research industry, He was elected

to the IMS board in 1998, serves on the Human
Resources Committee, and chairs the Nominating &
Governance Committee,

-H. EUGENE LOCKHART is an operating partner of

Diamond Castle Holdings LLC, and a venture partner

for Oak Investment Partners, both privare Lqulry

investment firms. He has been an IMS director since
1998 and serves on‘the Nommatmg & Governance

. and Audit Committees.

M. BERNARD PUCKETT is a privare investor who has
served on the IMS board since 1998, He has served
as chairman-of the board of Openwave Systems, Inc.
since August 2002, Mr. Puckett chairs the Human: -
Resources Commlttec

WILLIAM C. VAN FAASEN 15 chairman of the board of X

‘Blue Cross & Blue Shield of Massachusetts, a healch

insurance firm. He-was elected to-the IMS board in
1998 is the Lead Director of IMS, and serves on the
Audit Comnuttee

BRET W. WISE is chairman, chlef executive officer
and president of Dentsply International Inc., a global
medical device company. He was elected to the IMS
board in 2006 and serves on the Audit Committee.
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Executive Officers and Operating Executives | »

EXECUTIVE OFFICERS ’ <

DAVID R. CARLUCCI
Ch:nrm:m and Chief E‘(ecutwt Ofﬁcer

GILLES V.J. PAJOT - !
Executive Vice President and Chief Operating Officer

LESLYE G. KATZ
Senior Vice President and Ch1ef' Fmanmal Officer -

ROBERT H. STEINFELD
Senior Vice President, Gencral Counsel and.,
Corporatc Secretary

BRUCE F. BOGGS
SemorVncr. President, Markctmg and Extcrnal Affalrs

JEFFREYJ FORD
Vice President and Treasurer

MARIE B. SONDE ]
Vice President —Human Resources  * -

JOHN R. WALSH .
Vice President — Corporate Development
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.- OPERATING, EXECUTIVES LT

MURRAY L. AITKEN

_ SeniorVice President, Corporate Strategy

RAYMOND H. HILL

~General Manager, Consulting

KEVIN C. KNIGHTLY* a .
President, IMS Europe, Middle East :md Afrlca

MARY BETH LAWRENCE
General Manager, Launch and Brand Management

"L JAMES R. MAHON
‘ Gemrnl Manager, Portfolio Optlmlzatlon

KEVIN S. MCKAY*

« Senior Vice President, Customer Delwery and

Developnient -

WILLIAM J. NELLIGAN*

President, IMS Americas

. STEPHEN PHUA

Vice President and General Manager, 1MS Asm Pacific
TATSUYUKI SAEK]

. President, IMS Japan

SATWINDER §. SIAN
General Manager, Sales Force Effectiveness

*Also an executive officer of the Company
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Corporate Information

REGIONAL HEADQUARTERS

THE AMERICAS . -
Plymouth Meeting
Executive Campus

660 W. Germantown Pike

Plymouth Meetmg, PA- 19467-0905*
- USA : -

Tel: 610 §34-5000

EUROPE/MIDDLE EAST/AFRICA
7 Harewood Avenue

London NW1 §JB -

United Kingdom

Tel: 44 020 3075 5000

ASIA PACIFIC

10 Hoe Chiang Road
Keppel Towers # 23-01/02
Singapore 089315

Tel: 65 6227 3006 -

JAPAN

Aobada Hills - .

4-7-7 Aobadai

Meguro-ku, Tokyo 153-0042
Japan

Tel: 81 03 3481 3581

As of May 7, 2007:
Toranomon Towers

4.1-28 Toranomon
Minato-ku, Tokyo 105-0001
Japan

Tel: 81 03 5425 9000

SHAREHOLDER INFORMATION = *°'
.- . CORPORATE HEADQUARTERS .

IMS Health .

901 Main Avenue

Suite 612 ]

Norwalk, CT 06851-1187

Tel: 203 845-5200 < T

- Fax: 203 845-5299

INDEPENDENT REGISTERED PUBLIC -
ACCOUNTING FIRM LW
PricewaterhouseCoopers LLP

300 Madison Avenue - ’

New York, NY 10017

TRANSFER AGENT

Inquiries on stock-related matters, *
including dividend payments, stock”
transfers, address changes, lost cer-
tificates, name changes, etc., should
be directed to IMS’s transfcr agent,
American Stock Transfer & Trust
Company.

AMERICAN STOCK TRANSFER & -
TRUST COMPANY

59 Maiden Lane”

New York, NY 10038

Tel: 800 937-5449; .

212 936-5100 {ourside the U.5.)

www.amstock.com

JINVESTOR RELATIONS

Sharcholders, institutional inves-
tors, financial analysts and portfolio
managers should direct questions to:

1Darcie Peck

Vice President, Finance and
Investor Relations

IMS Health

901 Main Avenue

Suite 612

Norwalk, CT 06851-1187
Tel. 203 845-5237

Fax 203 845-5303

Email: askif@imshealth.com

ANNUAL MEETING

The annual meeting of the
company’s shareholders will be

held ar 11:30 a.m. on May 4, 2007
at the Hyatt Regency, 1800 East
Putnam Avenue, Greenwich, CT.

. - A . ' &

- COMMON STOCK INFORMATION .

The'company’s common stock
is listed on'the New York Stock

'Exchange under the symbol RX o

AVAII.ABLE INFORMATION

IMS makes available free of charbe
upon request to the Envestor -

" Relatiotis Department at the mail -
address or the email-dddress listed
above, or through its Website, its
annual report on Form 10-K,
quarterly reports on Form 10-Q),
current reports on Form 8-K

and amendments to those

d reports filed w1th the SEC. These

documents dre also available in the '

© “Investors” section of our Website

at heep:/ /wivw.imsheilth com.

MANAGEMENT CERTIFICATIONS .-
The Company filed as Exhibits
31.1 and 31.2, respectively, to it

-, Annual Report on Form 10-K the ’

certifications of its Chief Executive
Officer and Chief Financial - SRR
Officer as required under Section '
302 of the Sarbanes-Oxley Act’of
2002 and Rule 13a-14(2)/15d-

14{a). On May 23, 2006, the
Company submitted to the New

York Stock Exchange the Annual
CEO Certification, without quali-
fication, as required by Section
303A.12(a) of the New York.

Stock Exchange Listed Company

- Manual.

IMS is a registered trademark of
IMS Health Incorporated. All
other marks are the properry of
their respective owners.

© 2007 IMS Health Incorporated.
All rights reserved.
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Protectmg Prlvacy “An IMS COH]ITlltant to : I
Health lnformfltlon Stewardshlp L - . )

IMS, g,]oba] leader i in mformanon solutions, also strives to be a global leadcr in protecting 1ndmdual privacy as - -
it relates to the, data we analyze and distribute for our clients. . /

l . R ST
. B . v
. A

- www 1msht_11th com :md 1,0 to the Privacy- Commitment area under “About.Us.”

Persom] health 1nforlllatxon is among the most sensitive mf'ormanon rehtm@, to individuals. That’s why we enforée
strict controls to ensure that patient privacy is preserved and respected. Qur syndxcated products and services are

“based on records from which-a patient cannot be identified. IMS also conducts primary research with patierlts :
w1th their consent, and i s committed to usmg that mformatlon responmbly and in compliance with local laws.

)

anacy has become an increasingly lmportam legislative and public policy issue throughout the world. In this ., . -
constantly changing environment, IMS has establisheda Global Privacy Council, whose primary mission is

. to develop and dmcnunate comprehensive privacy prmc:ples and practices that reflect the national and local .
regulations in thosc countries where we operate. The ongoing ‘work of the Council aims to ensure IMS’s contmued

_ leadership.in health information. stcwardshlp il 2 manner that balances the promotion of improved healthcarc and .- -
individual pnvacy ) S - o -

- - ’e

For more details on IMS’ world\wdc commitment to. health mfommtlon stz.wardshlp, please visit our website at

_This document lnC]udc:ﬁ statetnents that may constitute forw.ird looking slatc:mnm made pufsuant to the safe harbor provisions of 1he Private
Securities ng;mon Reform:Act of 1995. Although IMS Health believes the expectations contained in such forward-looking stacements are

reasonable, it can give no :murance that such expectations will prove correct. This information may involve risks and uncerainties that could . v
cause actual results of IM3 Health to differ materially from the forward-looking statements. Factors that could cause or coneribure to such ’
differences include, but are not lmutt.d to {§) the risks associated with operating on a global basis, including fluctuations in the value of foreign >~ =

currencies relative to the U.S. dollar, and the ability to successfutly hedge such’risks, (ii} regulatory, legislative and enforcement initiatives, particu-
- larly in the areas of data dccess and utilization and tax, (iii) to the extent unforeseen cash needs arise, the ability to obtin finajicing on favorable
terms, (iv) to the extent IMS Health seeks growth through acquisitions and joint ventuares, the ability to identify, consummate and i integrate acqui-
smons and joint ventures on satisfaétory terins, {v) the ability to develap new or advanced technotogies and systems for its businesses on time and
on a cost-effective basis, and (vi} deterioration in economic conditions, pardcularly in the pharmaceutical, healthcare or ‘other industries in which
“IMS Health's customers, operate. Additional infortmation on faciors that may affect the business and financial results of the Company can be found
in lhe filings of the company made from time to time with the Securmcs and Exchange Commission.
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